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SMALL BUSINESS ADMINISTRATION—1960 


TUESDAY, MARCH 22, 1960 
U.S. Senate, 


SeLecT COMMITTEE ON SMALL Busrness, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 312, Old 
Senate Office Building, Washington, D.C., Senator John Sparkman 
(chairman) presiding. 

Present : Senators Sparkman (presiding), Williams (New Jersey), 
Moss, and Javits. 

Also present: Walter B. Stults, staff director; Wiley S. Messick, 
counsel; Harold Putnam, counsel; J. P. Cowley, administrative as- 
sistant to Senator Moss; Allen Lesser, legislative assistant to Senator 
Javits; Catherine L. Guyon, legislative assistant to Senator Scott; and 
John Calhoun, legislative assistant to Senator Prouty. 

The CHatrman. Let the committee come to order. 

Several Senators have indicated they will be here. Some of them 
have had to go to other committees for a short time, and some of them 
have indicated they will be late. So I think we had better get started. 

Our purpose here today is to review the work of the Small Business 
Administration during the past calendar year. We have conducted a 
similar review each year since the agency was established. These an- 
nual reviews by the committee of Small Business Administration ac- 


| tivities, friendly in approach and constructive in purpose, serve to pro- 
| vide a forum for those interested in the welfare of the small business 


ae 


community to appraise and to offer helpful suggestions for improving 
the administration of the SBA’s program and SBA’s responsibilities 
inconnection with the program. 

The year 1959 was the first full year in which SBA operated as a 
permanent agency. It wasalsoa year in which SBA had a larger staff 
anda larger budget than ever before. We hope to determine in these 
hearings that the agency has expanded its services to the small business 
community under its permanent status and increased budget. 

A preliminary look at the SBA loan figures for 1959 indicates that 
lending activity fell off sharply in the second half after reaching rec- 
ord proportions between January and June. We are greatly inter- 
ested in receiving the views of SBA officials concerning the reasons 
for the decline. Certainly private lending activities continued at a 
very high level in the last half of 1959. 

_In view of the frequently expressed interest of committee members 
inthe procurement and technical assistance programs of SBA, the tes- 
timony and questions this morning may place emphasis on those pro- 
grams. 

1 











2 SMALL BUSINESS ADMINISTRATION—1960 


We certainly wish to ask questions about the progress of the coun. | 


seling and research grants program of SBA. The grants were pro. 
vided under the Small Business Investment Act of 1958, and work js 
now being done under the first grants, those for 1959. I am told that 
the fiscal year 1960 grants will be made soon. 

Unfortunately, the President’s budget for fiscal year 1961 recom. 
mended no funds for continuation of these grants. Last Friday | 
offered, together with other Senators, an amendment to provide such 
funds in the Commerce appropriations bill. 

In debating the amendment, it would be helpful to have further jn. 
formation concerning progress of the work under the grants now out- 
standing. We expect to learn something of that work today. 

Mr. Philip McCallum, Administrator of SBA, and members of his 
staff, will appear first. Later, Mr. George Burger, vice president of 
the National Federation of Independent Business, will testify. Mr 
Burger visited the regional oflices of SBA last fall. On the basis of 
those visits and his many years of experience in smal] business matters, 
his testimony should provide a unique evaluation of the operations 
of SBA. 

Also testifying will be Dr. Windsor Arnold Hosmer, professor, 
Graduate School of Business Administration of Harvard University, 
on the subject of the research grants program. 4 

Mr. McCallum, we are glad to see you. If you will identify your. 
self and your associates, for the benefit of the record, we will get 
underway. 


STATEMENT OF PHILIP McCALLUM, ADMINISTRATOR, SMALL BUSI- 
NESS ADMINISTRATION; ACCOMPANIED BY DONALD A. HIPKINS, 
DEPUTY ADMINISTRATOR FOR PROCUREMENT AND TECHNICAL 
ASSISTANCE; ROBERT F. BUCK, DEPUTY ADMINISTRATOR FOR 
FINANCIAL ASSISTANCE; WILFORD L. WHITE, DIRECTOR, OFFICE 
OF MANAGEMENT AND RESEARCH ASSISTANCE; AND KEITH L 
HANNA, CONTROLLER 


Mr. McCatxium. Thank you, Senator Sparkman. I, of course, am 
Administrator of the Small Business Administration ; and I have with 
me at the table this morning Mr. Donald A. Hipkins, who is the 
Deputy Administrator in charge of procurement and technical assist- 
ance activities; and Mr. Robert F. Buck, who is the Deputy Admin- 
istrator in charge of our financial assistance activities. 

Mr. Chairman, I am happy to appear again before the members 
of this committee, this time to review with you the activities of the 
Small Business Administration under the Small Business Act. 

This statement, of necessity, is rather long, because, as this commit- 
tee knows, the Small Business Administration is responsible for 4 
variety of programs. 

Mr. Chairman, I would like to cover in some detail the procurement 
and technical assistance activites, and will cover most of that by read- 
ing from my statement. I will summarize briefly the management and 
research assistance activities, but will cover specifically some activities 
we are engaging in, in the foreign trade field, as well as the grants 
program, and then we will cover more specifically our financial assist 
ance programs. 


1 Adopted by Senate, Mar. 29, 1960. In conference at time of going to print. 


ee 


Tse 


al 


C0. 
cu 
ml 


ass 
Cor 
diz 
cat 


the 
pr 
col 
an 
bid 
err 


cul 
COL 


sm. 


bil 


wh 
tin 


ing 
cur 
the 
aws 


coun- 
> pro- 
ork ig 
1 that 


ecom- 
day | 


» such 


er in- 
V out- 


of his 
ent of 

Mr, 
Sis of 
utters, 
ations 


fessor, 
arsity, 


your: 
IL get 


BUSI- 
KINS, 
NICAL 
2 FOR 
FFICE 
(TH L 


se, am 
e with 
is the 
assist 
dmin- 


»mbers 
of the 


ymmit- 
. for a 


rement 
y read- 
wnt and 
tivities 
grants 
assist- 


SMALL BUSINESS ADMINISTRATION—1960 3 


PROCUREMENT AND TECHNICAL ASSISTANCE 


Turning first to our programs of procurement and technical assist- 
ance, 1 am pleased that I can report continued progress in each major 
segment of this important part of SB.A’s assistance to small business 
concerns. We have achieved many noteworthy results which are dis- 
cussed in detail in the brochure which I have prepared for the com- 
mittee. ‘The major responsibilities which Congress has assigned to the 
agency and carried out under the SBA’s procurement and technical 
assistance programs include: 

1. Procurement assistance, including prime and_ subcontracting 
counsel and guidance and set-asides of contracts for competitive bid- 
ding and award to small business concerns. 

2. Production and technical assistance, which includes the certifi- 
cate of competency procedures and the providing of managerial and 
technical aids to small business concerns to enable them to overcome 
the inability of small firms to keep abreast of new and improved 

roduction and managerial techniques. 

3. Research and development assistance: Assisting small business 
concerns to obtain Government research and development contracts 
and to undertake and obtain the benefits of research and development. 

4. Property sales assistance: Assisting small business concerns to 
bid on and obtain a fair proportion of the sales and disposal of Gov- 
ernment property. 

Since the time the agency was established in 1953, Government pro- 
curements valued at approximately $4.6 billion have been set aside for 
competitive award to small businesses. Prime contracts worth about 
$3.2 billion have resulted. The value of procurement restricted to 
small business has increased from $300 million in 1954 to almost $1.2 
billion in fiscal year 1959. Through January of fiscal year 1960, joint 
set-asides are more than $500 million ($537,513,331). 

These set-aside totals are made even more impressive at this time 
when the trend in overall procurement going to small business con- 
tinues downward. 

For some time the agency has been quite concerned with the declin- 
ing ratio between awards to small business and total military pro- 
curement. This decrease has steadily grown as the defense needs of 
the Nation have increased. However, during the same period, the 
awards to small firms have remained approximately constant. The 
figures recently released by the Department of Defense bear this out. 


[Dollar amounts in billions] 











Fiscal years 








1956 1957 1958 1959 
(a) Total military expenditures_..._____....._- sda Geeate Seca $17.5 $19.1 $21.8 $22.7 
%) Tetal awards to small firms-_...............--..---..-..-- : $3.4 $3.7 $3.7 $3.7 
(c) Percent to small business. - - -- iain cite caw : 19.6 19.8 17.1 16.6 





What accounts for the decreasing portion for small business? 

Our inquiries reveal that we are undergoing a major revision in 
the substance and method of military buying. As military tech- 
nology advances, weapons become more complex. The Government 











4 SMALL BUSINESS ADMINISTRATION—1960 

is purchasing less, directly, and is relying more and more on industries 
to research, develop, produce, and contract for our defense require. 
ments. 

We in the Small Business Administration feel that the set-aside 
program, of which the dollar amount has steadily increased, despite 
the decrease in the small business potential, provides a necessary 
foundation for the Government’s small business procurement pro. 
gram, and it becomes more apparent that the procurement agencies 


must make greater use of this program by concurrence with SBA set. | 
aside recommendations in the areas that can be supplied by smal] | 


firms. 

In meeting and resolving the problems raised by this change in mili. 
tary buying, it is paramount that we both continue and extend the 
influence of this program. At the present time, less than half of 
military purchasing is reviewed for set-asides. 

It seems to SBA that we must also broaden the base of small bugi- 
ness participation. As we have noted, the Government is relying on 


industry to produce under the weapons-system concept. Small busi. | 


ness’ opportunity to compete, therefore, necessarily shifts from deal. 
ing with the Government to subcontracting from large prime contrac. 
tors. This fact suggests that we must consider Lestglenlee whether the 
benefits for small business provided by law in placing prime con. 
tracts should also be extended to cover the placement of subcontracts 

We also need to extend our considerations to the area of military 
purchasing which is now virtually exempt from small business con. 
sideration. One area, amounting to 50.7 percent of total military 
buying in fiscal year 1959, is sole-source procurement. Reasons for 
buying from only one firm vary greatly. A continual review seems 
desirable to insure that valid reasons still exist for the continuance of 
such selective buying. 

Another adverse factor for small business is indicated in research 
and development procurement. Here, again, the figures show a rapid 
ly rising procurement rate and a falling small business participation: 








{Billions of dollars] 
Fiscal years 
1956 1957 1958 1959 
Ng Ba | ee a 17.5 19.1 21.8 27 
ip) Men Gin, COVOROININOINS. cnc cnn ccnecencccncs 2.4 3.0 3.7 48 
(c) Percent (6) which went to small business.....-......------- 5.7 4.3 3.7 35 





While it is true that small firms can provide much of the research 
and development for the Department of Defense, it appears that 
national reputation has been a significant factor in the efforts of 
the Department to obtain the best technical knowledge. 

In an endeavor to stop the decrease in the share of awards to 
small business, this agency is constantly reviewing its coverage 
the procurement centers in light of the changes in the types of items 
purchased by each installation. 
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SMALL BUSINESS ADMINISTRATION—1960 5 

Class set-asides, which have only been in effect approximately a 
year, are now affording a better use of our manpower at installations 
previously left uncovered. 

It is also my opinion that the time saved through the medium of 
class set-asides can also provide additional time to seek out qualified 
small firms and introduce them to fields of activity heretofore 
dominated by the larger firms. This not only will benefit small busi- 
ness as an entire segment of the economy but, through increased com- 
petition, will undoubtedly result in a decreased cost of the end items 
tothe Government. 

This agency is also putting increased emphasis on research and 
development. Under this program we are endeavoring to obtain for 
small business research and development contracts performed with 
Government funds, and we are advising small firms of research and 
development requirements, as well as aiding the contracting officer 
inlocating qualified small firms to perform research and development. 

In summary, I cannot foretell the full extent of the current scien- 
tific revolution on smal] business, but I can assure you that we will 
utilize the maximum of our authority and manpower in an endeavor 
to increase its share of awards of Government procurement. 

A very important and useful part of our procurement assistance 
lies in determining what agencies purchase the products or services 
which small concerns want to sell, in showing such concerns how to 
get their names placed on appropriate bidders lists, and in obtaining 
bid or request for quotation information. This service is provided 
at all of the agency’s field offices. 

As part of our program to acquaint small firms with what the 
Government buys and sells, SBA has developed a comprehensive 

ide. This publication, entitled “U.S. Government Purchasing and 
acations Directory,” is available through the Government Print- 
ing Office and contains information on buying and disposal proce- 
dures and reference sources of Government specifications and indexes 
to specifications. 

Another responsibility of the SBA is to work with other Govern- 
ment agencies to insure that small concerns have an opportunity to 
participate in the sales of Government real and personal property, in- 
duding natural resources such as mineral rights and timber. 

The Small Business Administration has taken numerous steps 
during the past 8 months to extend its assistance to small business 
concerns which desire to purchase Federal property. In the field 
of timber set-asides, an agreement has been forwarded to the As- 
sistant Secretary of Defense (Supply and Logistics) to provide for 
SBA assistance to small business operators in the forest products 
industry who desire to purchase stumpage from the Corps of En- 
gineers handling sales of timber on posts, camps, and stations, 

This agreement is similar in content to the one which is being 
followed on forests supervised by the Forest Service, Department of 
Agriculture, and the Bureau of Land Management, Department of 
the Interior. 

An agreement is being developed with the General Services Ad- 
ministration and the Department of Defense to cover surplus real and 
personal property, including material in stockpiles, which is being 
sold by the Federal Government. This agreement will cover such 

53492602 
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matters as set-asides, lotting, descriptions of property to be sold, dis- 
semination of information to small business concerns, establishment 
of “want lists” for concerns desiring specific property, and aid to 
disposal officers in preparing brochures and merchandising the 
property. 

The Cuarrman. Mr. Messick wants to ask you a question. 

Mr. Messick. Do you have a target date for the implementation of 
the surplus program, set-asides on surplus / 

Mr. Hiexrns. Not completed, for the whole program. 

Mr. Messick. To get any part of the surplus property set-asides 
other than the timber set-aside into operation ? 

Mr. McCatium. Let me say this, Mr. Messick: no, we do not. What 
we have done is to take the timber and natural resources first, since 
that seemed to be the matter which was of immediate concern to the 
Congress when this legislation was passed. We are at the present 
time endeavoring to extend this, but it means negotiation with other 
agencies which would come under the language of the statute. This 
statutory language is, as you know, quite broad. 

Mr. Messick. True. Are you getting all the cooperation that you 
feel you should be getting from other departments in regard to the 
surplus property ? 

Mr. McCatium. Yes, sir, I think we are. We have had excellent 
cooperation. It has taken some time to negotiate these matters, but 
I feel we have made progress, and we do have recognition of the in- 
portance of the program and it is moving ahead. 

Mr. Messick. You would apply that both to the timber set-asides 
and the sales of surplus property / 

Mr. McCatium. Yes. 

Mr. Messick. I think that the Congress would definitely be in- 
terested in that, because in this field the Small Business Act applies to 
the other agencies as well as to SBA and imposes a duty on the other 
agencies. 

Mr. McCatium. Well, as I said, Mr. Messick, the program is new, 
It did take some time to develop the procedures, but, on the whole, I 
would say we have had good cooperation and the program is moving 
ahead. We are exploring other areas to which it should be extended. 

The CHarrman. All right, go ahead, Mr. McCallum. 

Mr. McCattum. The Small Business Act emphasizes the participa- 
tion of small business in Government research and development con- 
tracts as an important factor to the growth and progress of industry 
and the national economy. Efforts are being made to have the results 
of research and development, both governmental and private, made 
available to small business firms. 

In developing this new program, action has been taken to find ways 
and means of getting more research and development work into the 
hands of small business through concentration on the field of applied 
research and the careful selection of small firms with research and 
development capabilities in this area. 

The agency has screened many applications from small firms inter- 
ested in ‘doing research and development work, for inclusion in a re 
search and development directory. This directory is widely used by 
Government planning and procurement agencies and private research 
organizations as a source for locating small business concerns inter- 
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ested in performing research and development in specific scientific 
fields. 

With respect to research and development assistance, the field staff 
works directly with technical installations, laboratories, and person- 
nel of military and civilian agencies which initiate and conduct re- 
search and development projects. This field staff follows through 
with the Government procurement offices responsible for awarding 
research and development contracts and with large private firms which 
take prime R. & D. contracts, and in turn issue research and develop- 
ment subcontracts. 

One of the most important single activities carried out as a part of 
the SBA’s sseestasliens /Methisheal assistance program is assistance 
through the certificate of competency provisions of the Small Busi- 
ness Act, as amended. This program has resulted in estimated sav- 
ings to the Government of approximately $9.3 million since August 
1953. 

It plays an indispensable part in procurement assistance, since it is, 
in effect, an appeals procedure for small business firms whose low bids 
on Government contracts have been rejected on the grounds that the 
necessary financing or productive capacity is lacking. Certificate of 
competency cases require careful appraisal and judgment and, if a 
certificate is granted, close followup is maintained during the period 
the contract is in effect. In calendar year 1959, a total of 336 such 
cases were received and 138 certificates of competency were issued for 
contracts valued at over $23.9 million. 

The program continues to penetrate new areas, which will be the 
case until all agencies and related offices of the Government that are 
engaged in the purchasing and property disposal activities of the Gov- 
ermment become familiar with the program and are aware that it 
applies to their activities. 

Air transportation services are now, by virtue of an understand- 
ing reached with the Military Air Transportation Service, within the 
purview of the certificate of competency program. In other instances. 
types of work which had previously been awarded only to large busi- 
ness are, by virtue of the certificate of competency program, awarded 
tosmall businesses. The indirect. results of the program are not meas- 
urable, although observations made by agency field personnel give 
strong assurance as to its effectiveness. 

Technical assistance to small firms is provided through the profes- 
sional technical staff members of SBA. This assistance includes pro- 
duction and technical aid and guidance to small firms on production 
problems, guidance on Government specifications, contract adminis- 
tration, plant surveys and plant layout, and other production-type 
matters. 

These specialists also review proposed specifications to eliminate 
features which may be discriminatory. Personnel assigned to this 
function give technical assistance (production and industrial phases) 
to small firms in connection with forming defense production pools 
and research and development. pools. 

Personnel assigned to this function also have the responsibility for 
carrying on community development assistance activities in coopera- 
tion with the Committee To Coordinate Federal Urban Area Assist- 
ance and the Committee for the Rural Development Program. These 
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activities include aid to small firms in labor surplus areas, rural de. | 


velopment, and underdeveloped areas. This particular assistance en- | : 
compasses all phases of SBA’s programs including financial, procure. | 
ment, and technical assistance. 7 
SBA, in cooperation with other Government agencies and commu- ' 
nity leaders, conducts surveys and provides general guidance and as. wi 
sistance to meet the particular problem or needs of a community. a 
Provision for the research and development pooling activities was 
added to the Small Business Act, as amended, and has resulted in 4 | . 
renewal of interest in the formation of pools. Through pooling ac. | th 
tivities, individual small manufacturers can combine their resources | ~ 
to improve their competitive position in bidding or quoting on Gov. | 
ernment contracts and to enlarge their capacity for experimental work, | ; 
An inventory of small business productive facilities is maintained | 
on a decentralized basis in field offices. This inventory, resulting | i 
from voluntary registration, contains information as to number of em- | 4, 
ployees, types of products, and other essential production factors, | ;,, 


and is used principally in assisting the registered firms in their efforts 
to obtain prime and subcontracts, as well as in locating new sources | 17 
of supply for Government procurement. 


The SBA is also authorized to assist small companies in forming | 
co 

defense production and research and development pools. A pool may ; ~, 
be limited to one or a combination of functions. While a defens | pl 


production pool must limit its work to defense contracts, the research 
and development pool is not so limited. fol 
There has been renewed interest in the formation of small business 
pools. The individual small manufacturer often is limited in pro- 
ductive capacity in the fabrication of components or relatively simple 


issued monthly and contains patents and new processes owned by the 
Government or by private individuals. These inventions are avail- 
able to all small businessmen either on a “for-sale” basis or other | whe 
agreement. 


end products and therefore may be at a disadvantage in competing | , 
for some procurements. div 
On the other hand, by grouping together in a pool, several small | pol 
plants can achieve diversification and integration. - 

Similarly, the participation of small companies in Government 
research and development work frequently is limited by the lack of 
scientific laboratories. Here again, by associating into research and | 
development pools, small firms can enlarge their capacity for experi- 
mental work and be better able to bid on Government-sponsored re- 
search and development. 

To date, 10 pools are in existence under SBA’s approval. Thereare | 17 
two R. & D. and production pools; the balance, defense production | 
pools. The 10 pools involve approximately 92 small businesses with pr 
a total employment of approximately 4,000. bus 

One of the logical patterns of any business to follow to expand and | tion 
make progress is to add new products—in other words, diversify its = 
operations. Participation as a defense supplier can assist in adding pb 
new products or a new line to present production. Diversification | the 
in small business is of primary interest to the Small Business Admin | oth 
istration. T 

One means to assist in this area is a products list circular which 3s pal 
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The agency has published 54 issues of the circular, which averages 
about 120 abstracts of inventions per issue. Over 6,000 abstracts or 
inventions have been made available through the publication. 

Now, in connection with my statement, Senator, I indicated I would 
summarize this next portion. 

We set out here a rather complete statement of all the activities in 
which we engage and which we conduct under our management and 
research assistance program. We have covered in some detail our man- 
agmeent publications including the seven series which are used by 
small business concerns themselves and for those who counsel with 
them, such as accountants, lawyers, management consultant firms. 

We have mentioned here the management development courses 
which we have cosponsored with educational institutions over the past 
6 years. 

As you know, this program is intended for owners and managers of 
small businesses, and is designed to improve the economic health of 
the small business community through teaching better management 
techniques. 

In the last fiscal year, over 5,000 businessmen attended 176 courses. 
This fiscal year we hope to put on about 250 courses and we estimate 
an additional 6,000 businessmen will have participated in these 
courses. 

Over the span of the program some 22,000 businessmen have com- 
pleted one of these courses. 

(Pp. 12 through 22 of Mr. McCallum’s prepared statement are as 


follows :) 
MANAGEMENT AND RESEARCH ASSISTANCE 


MANAGEMENT PUBLICATIONS 


The trend in SBA’s management publications program has been toward greater 
diversity of subject matter and wider distribution. In line with the President’s 
policy of economy and efficiency our publications activities have stressed respon- 
siveness to need and interest rather than volume of output. 

We try to do four things with our management publications: 

1. Talk to owners and managers, because in a small firm the topman is 
the most important of all. 

2. Discuss functional management problems dealing with records, prod- 
ucts, and people. 

3. Use a style that is simple, readable, fast moving. 

4. Show how managers can improve their business operations and their 
profits. 

The fundamental aim of the publications continues to be to inform owners and 
operators about effective methods of management. For the newcomer to suc- 
ceed in business, and for the oldtimer to withstand competition, both must move 
with the times. And moving with the times means that top executives in small 
business must know about, and be able to perform, the same management func- 
tions which strengthen the larger establishments—even though, in a small con- 
cern, one Man must handle several functions. 

Small businessmen and those serving them have accepted SBA’s management 
publications as a practical but low-cost approach to helping small firms help 
themselves. Here are some recent and typical comments from businessmen and 
dthers who read and use the management publications, 

The secretary-treasurer of a Chicago firm wrote: “We thank you for sending 
us your helpful publications. The aids have contributed to changes in our 
policies and procedures. We appreciate the clear and simple approach to our 
everyday problems. It makes us wonder how you actually know so much about 
us, and can give such constructive suggestions. You hit us hard at times— 
where we need it.” 
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The president, a lady, in a New York service firm wrote: “Your ‘Management 
Aid No. 105, Watch Your Cash,’ just reached my desk. It is one of the most 
helpful articles that I have ever received.” . 

A Connecticut distributor wrote: “I would like to express my appreciation for 
the services offered by your office. Although we have been in the distribution 
business a long time ourselves, it is publications like yours which serve ag q 
constant reminder that we will never know all we ought to know about this 
business.” 

A U.S. Department of Defense official told us: “I have been a regular sub- 
scriber to your publications for several years. I look forward to receiving 
each new publication. After reading the publication, I share it with others in 
the office and then file each one.” 

From New England a manager wrote: “Since we are a small business with 
about 75 employees, your bulletins help me very much in keeping abreast of 
improvements.” 

A management engineer wrote: “Your Administration is doing a real service 
to small business, and many others, through your management aids and the 
other aids series. I know that I find them most useful and helpful. Each of 
these aids is packed full of worthwhile ideas and information, is well organized 
and written, and easy to review, read, and remember. Maximum value with 
minimum words. I sincerely hope the Administration will keep up this excellent 
work.” 

A Washington lawyer wrote: “Reference is made to ‘Management Aids No, 
108, Selecting a Lawyer for Your Business.’ I read this from the critical view- 
point of one who has been a member of the bar since 1931, in Massachusetts, 
District of Columbia, and Virginia, and with some Government service. I have 
never read a better article of its kind. Mr. Voorhees’ paper is just about 
perfect.” 

Writing from New York a business publisher had this to say: “We would like 
to offer copies of your ‘Technical Aids for Small Manufacturers No. 67, Keep- 
ing Shop Noise From Nearby Residences,’ to readers of our monthly bulletin. 
Could vou make 400 copies available to us for this purpose?” 

An executive in a marketing concern wrote: ‘“‘We have recently distributed 
copies of Small Marketers Aids No. 40, entitled ‘Reducing Stock Shrinkage in 
Small Firms,’ to our field locations. You may be interested to know that we have 
received many favorable comments on the material included in this pamphlet. 
Would you please forward me an additional 30 copies of this bulletin so that 
we may fill the additional requests which we have received for copies.” 

As of March 9, 1960, the agency had developed 284 titles in its seven regular 
series: (1) “Management Aids for Small Manufacturers,” (2) “Technical Aids 
for Small Manufacturers,” (3) “Small Marketers Aids,” (4) “The Small Business 
Management Series,” (5) “The Starting and Managing Series,” (6) “The Aids 
Annuals Series,” and (7) “Small Business Bulletins.” 

The aids are distributed free on request on an individual copy and mailing 
list basis: the bulletins also are distributed without charge but on an indi- 
vidual publication basis only. The other three series are sold by the Super- 
intendent of Documents. 

Approximately 714 million copies of the management publications have been 
distributed, including some 614 million copies of free aids and bulletins dis- 
tributed by the Small Business Administration, and nearly 1 million copies of 
publications sold by the Superintendent of Documents. Highlights in the five 
major series are indicated by the following facts. 

“Management Aids for Small Manufacturers.”—The agency has issued 111 of 
these thus far. The three most popular titles with their distribution figures are: 


Cumulative 

Number and title distribution 

76. Surveying and Controlling Executive Time________________________ 88,18 
74. Planning Your Working Capital Requirements___-_-------------~-- 67, 326 
87. Traps to Avoid in Small Business Management_____.--__--__-_---- 64, 692 


Total cumulative distribution of all titles as of December 31, 1959, was 3,326,20 
copies. 
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“Small Marketers Aids.’—Thus far, 51 of these have been issued. The three 
most popular with their distribution figures are: 
Cumulative 


Number and title distribution 
1. Records Management in Smaller Stores______- Le eee __ 66, 550 
— are You Kidding Yourself About Your Profits?__.__................ 63, 017 


SEE OS iy | 


9, Effective Advertising for Small Retailers________- 


Total cumulative distribution of all titles as of December 31, 1959, was 
1,826,572 copies. 

“Technical Aids for Small Manufacturers.’—Thus far, 69 of these have been 
issued. The three most popular titles with their distribution figures are: 


Cumulative 


Number and title distribution 
57. Should Your Plant Lease Production Equipment?_______-__-___-____ 37, 500 
59. Fire Fighting Equipment for Small Plants___.--_----------~- nogen, See SAS 
62. Protective Packaging Problems___-~- Se ee 


> 


Total cumulative distribution of all titles as of December 31, 1959, was 
1,123,200 copies. 

Small business management series.—Some subjects in the field of small-busi- 
pess Management are best discussed in a longer format. Business readers need 
and want more details—yet not a long, expensive, scholarly text. To meet that 
need the Small Business Administration has found an effective approach in 
engaging a leading authority on the particular management subject, usually on 
a contract basis, to prepare a booklet-length manuscript. This manuscript is 
reviewed, edited, and scheduled by SBA. The completed booklet is printed by 
the Government Printing Office and sold by the Superintendent of Documents. 
There are 23 titles in the series ranging in length from 15 to 102 pages, and in 
price from 15 to 35 cents. Some volumes are in their second, third, or even 
fourth editions. On the basis of cumulative sales through December 31, 1959, 
the3 most popular titles wih their distribution figures are: 

Cumulative 
Number and title dist: ihution 
15. A Handbook of Small Business Finance __ ~~ seuss 61, 045 

9, Cost Accounting for Small Manufacturers eeteenes 57, 276 

6, Cutting Office Costs in Small Plants : Re asa 57, 020 


Total cumulative distribution of all booklets in the “Small Business Manage- 
ment” series as of December 31, 1959, was 753,182 copies. 

Starting and managing series.—This series is designed for prospective enter- 
prises and owner-managers of recently started concerns. Studies have shown 
that more than 1,000 new businesses are started in the United States each day. 
In addition, an average of 900 businesses change hands each day—that is, are 
transferred from one owner to another—and 930 businesses are discontinued. 
Such a turnover in ownership indicates a real need for information about the 
responsibilities of starting and managing a business. 

Every year the Small Business Administration receives thousands of requests 
from individuals seeking advice about starting a new business. Many inquiries 
eventually join the ranks of the hundreds of thousands starting new enterprises 
or buying existing concerns. Others, after careful consideration, decide against 
going into business for themselves. But all of them need and want information 
about the complex task of starting and managing a small business. 

Because of this situation the “Starting and Managing” series was approved. 
The first volume, “Starting and Managing a Small Business of Your Own,” 
was published in February 1959. It is 49 pages in length, sells for 40 cents, 
and is a general introduction to the series in which later volumes discuss specific 
lines of business. It has been so well received that it rose to fourth place on 
the Superintendent of Documents list of best sellers in 1959. In its first 11 
months, more than 41,000 copies were distributed. 

Total cumulative distribution for the series as of December 31, 1959, was 
46,603 copies. 

MANAGEMENT DEVELOPMENT COURSES 


The Small Business Administration has cosponsored administrative manage- 
ment courses with educational institutions for 6 years. The program is intended 
for the owners and managers of small businesses. The courses are designed 
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to improve the economic health of the small business community through teach. 
ing better management techniques. 

The program began in 1954 with the cosponsorship of two courses, one in Rich. 
mond, Va., and one in Milwaukee, Wis. Last fiscal year over 5,000 businegg. 
men attended 176 courses. This fiscal year (1960) our course quota is 250 and 
we estimate that 6,000 businessmen will participate in the program. The goal 
for next year is 300 courses. 


The typical course 


The typical course meets at night, after normal working hours, at a time ang 
in a location convenient to the businessmen in the community. The class may 
be held on the campus of the local educational institution, in a chamber of 
commerce meeting room, or in a public meeting place. The group typically meets 
1 night a week for 8 weeks, with each session 2 to 3 hours long. Subjects 
are selected from the broad areas of management and are presented by a special. 
ist from the faculty of an educational institution, or from business, such as a 
CPA, a banker, or a management consultant. Discussions follow the lecture, 
Free and lively group participation is encouraged in an informal atmosphere, 

Most course groups are made up of all types of businesses, i.e., manufacturers, 
retailers, wholesalers, and service businesses. The same basic management 
problems exist for all types of businesses. Much can be gained from the inter. 
change of ideas among the participants. An acceptable solution to a problem 
of a small manufacturer may work as well when adapted to the needs of a smal] 
retailer. 

The cost of the program is met by a registration fee paid by the businessmen 
which averages $35 to $50 per person. 


The need for this program 


Dun & Bradstreet, Inc., estimates that 9 out of 10 business failures result 
from management deficiencies or inexperience. The loss to the economy of the 
Nation through the thousands of small-business failures each year is consider. 
able. We believe that a determined effort must be made to improve manage 
ment and eliminate some of the causes of these tragic failures. The course 
program, in promoting better management, is an important mission of the Small 
Business Administration. 

Why must a special program exist for small business? The majority of the 
business firms in the United States have five or fewer employees. The owner 
or manager of such a small firm is not able to take the time away from his 
business. The program must be located near enough to the businessman for 
him to keep an eye on his business and attend the course after working hours. 
The cost must be within his personal means. The program must be practical 
and geared to the needs of small business. We are meeting these qualifications. 


What does SBA do to promote the program? 


The Agency, on invitation, will assist any educational institution or non- 
profit group in the planning, promotion, and conducting of a course program. 
Most of the courses are offered by colleges, universities, or adult-education 
programs of the local school system. When requested to participate in the 
cosponsorship of a course, the Agency may— 

1. Make available to the educational institution information and sug- 
gestions about how successful courses have been conducted. 

2. Advise and assist in the formation of a local advisory committee. 

8. Assist in obtaining the names and addresses of small-business owners 
in the area who could be invited to participate in the course. 

4. Permit listing of its name on literature as a cosponsor of the course, 

5. Acquaint businessmen, contacted in the performance of its other fune 
tions, with the course, and encourage them to enroll in it. 

6. Recruit speakers, conference leaders, and discussion leaders. 

7. Supply certain appropriate publications of the Small Business Admin 
istration for distribution to class members, and suggest other materials 
for use in connection with specific subjects. 

8. Cosign a certificate to be given each participant upon completion of 
the course. 

9. Assist in making maximum use of evaluation forms completed by the 
students at the close of the course, by acting as a clearinghouse for the 
facts and ideas derived from them. 
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The future of the program 


In 6 years, some 22,000 businessmen have completed one of these courses, 
less than one-half of 1 percent of the small-business owners and managers who 
should participate. To further the program we must— 

1. Encourage more educational institutions to offer these courses; and 
2. Convince the owners-managers of the importance of small businesses 
participating in a series of courses. 

In the first few years of the program the same basic format was followed in 
most courses. Eight or ten different subjects were covered. Both the business- 
men who have participated and the Agency realize that management education 
is not ended with the completion of one course. The basic course makes the 
pusinessman aware of his deficiences. The advanced courses provide greater 
assistance in correcting the deficiencies. Regular participation in these courses 
will help keep the businessman aware of new developments in management. 


Growing acceptance 


The courses have been enthusiastically received by businessmen and educators. 
Evidence of this fact is provided by the following typical comments, taken from 
written evaluations and face-to-face interviews : 

(1) “It appears to me that so many Federal agencies which give assistance 
have been of a temporary type similar to placing a bandage over a sore which 
does not heal. However, we are very happy that the Small Business Adminis- 
tration is promoting an educational program which is designed to seek out and 
clear the core of the trouble and thereby give permanent assistance.” 

(2) “I have already received instruction enough to pay for my course, not 
once, but twice.” 

(3) “The course got me to thinking about new ideas to use in my business.” 

(4) “I had usually been too busy to make plans. I have now organized my 
own work better and am making better plans.” 

(5) “The caliber of the instructors was very high and exceeded my expecta- 
tions. The value of the course is in exposure to what others are doing else- 
where.” 

(6) “It changed my ideas. I have attended six or seven courses since 1946. 
This course was the best of the lot. The program should be continued.” 

(7) And from a university president: “We not only want to continue such 
services, but we shall look for opportunities to expand and improve the pro- 
gram.” 


ENCOURAGEMENT OF SMALL BUSINESS PARTICIPATION IN FOREIGN TRADE 


You know, I am sure, of the Administration’s concern over the eurrent posi- 
tion of the U.S. exports in world trade and over the deficit balance of payments 
which in 1959 amounted to some $3.7 billion. From a high of $20.9 billion of ex- 
ports in 1957, we export around 8 to 9 percent of our production of movable goods. 

Mr. McCatium. On page 22 of my statement, Mr. Chairman, I men- 
tion the encouragement of small-business participation in foreign 
trade. 

You know, I am sure, of the Administration’s concern over the 
current position of U.S. exports in world trade and over the deficit 
balance in world payments by the amount of $3.7 billion. 

We feel it is imperative that we make every effort to maintain and 
increase our sales to foreign markets. We feel, also, that much of any 
such increase will have to come from medium sized and smaller sized 
concerns who have heretofore not participated in world trade. 

As part of the overall effort to increase exports, the Small Business 
Administration, in cooperation with the Department of Commerce, is 
seeking ways of generating greater interest in foreign markets among 
the small firms im our economy. We wish to encourage these small 


firms to survey foreign markets as prospective new outlets for their 
products. 


53492—60——3 
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To do this, we plan to assist them in securing information about the 
opportunities that exist abroad and about the technical details of sell. 
ing, financing, and insuring when distributing to foreign markets 
Already two small-business conferences on foreign tr ade have been 
arranged; one in Boston, Mass., and one in Toledo, Ohio. These are 
to be held during the month of June 1960. If it is found that thege 
conferences are successful in creating a genuine interest among small. 
business firms in foreign trade, we hope to schedule similar conferences 
in other parts of the country. 

Under the SBA research grant program, proposals have been re. 
ceived concerning various aspects of foreign trade as they relate to 
small business. These proposals are currently being evaluated prior 
to the making of awards for fiscal 1960. I am sure that out of the 
new grants for research in this area will come much valuable informa. 
tion which is not now available. 

We are considering other measures which SBA might appropriately 
take to assist in interesting small business in engaging in foreign 
trade. 

(Pp. 24 through 28 of Mr. McCallum’s prepared statement are as 


follows :) 


MANAGEMENT COUNSELING 


On a day-to-day basis our management counseling program involves the 
handling of numerous and widely diverse inquiries on this subject. The re 
quests for this assistance are received from prospective enterprisers seeking 
career opportunities, and from established proprietors with special operating 
problems. More than 800 such requests per month are taken care of by om 
Washington and field offices. 

Practical counsel and advice on starting a new business is sought by many man 
and women. In some instances, these people know something about the type 
of operation in which they wish to engage. In other cases, they ask to bk 
advised on selecting the operation itself because they have had no previous ex 
perience and can afford the investment of only a limited amount of capital. 

In the same vein, owners and managers of established small businesses often 
have particular problems which involve some phase of management and with 
which they want assistance on a personal basis as quickly as possible. Fre 
quently, none of these individuals knows where to turn for suitable help. 
‘Typically, neither their capital nor their projected volume of business permits 
the use of professional commercial counsel. Hence, the SBA’s management 
counseling, carried on by both the Washington and field offices, has been 
earefully planned to provide the needed assistance without competing with 
private management firms. 

Owing to the range of questioning to which we are subject, it is incumbent 
upon us to maintain reference libraries. These exist in our Washington 
and major field offices. They are available not only to our counselors, but to 
visiting business owners, and to researchers. Moreover, as a clearinghouse 
for information of management matters, the Washington office is continually 
channeling into the field current guidance materials from many sources. Sud 
might include the latest census reports useful in marketing analysis; or 
operating ratios from trade sources for making cost comparisons; or researc 
studies from universities indicating business weaknesses and needs, or timely 
articles culled from the business press pointing to new or improved operating 
techniques; or in fact, “how-to-do-it” and other helpful business literature 
supplied us by private concerns, State agencies, and the other governmental 
departments. 


Small-business bulletins and counseling notes 


Our Washington staff not only assembles and distributes the above materials 
but prepares informational publications on specified fields of popular inquity 
for SBA field counselors. Sent out for this express purpose are our small-bus- 
ness bulletins and counseling notes. The bulletins list basic sources of it 
formation on specific business fields or subjects. These sources include trade 
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associations, trade journals, directories, periodicals, articles. The bulletins 
also list pertinent publications and references emanating from Federal sources. 
Examples of some recent bulletin titles are: “Restaurants and Other Eating 
Places,” “The Nursery Business,” “The Bakery Business,” and “Recordkeep- 


ing Systems.” As of December 31, 1959, 105,099 copies of our bulletins were 
distributed. 


Counseling notes 


The counseling notes are intended primarily for guidance in answering letters 
by our field personnel. They contain brief statements of qualifications and re- 
quirements for entering specific types of businesses. Some of the subjects cov- 
ered are: secretarial services, telephone answering, franchises, diaper services, 
and car wash services. 


Trade association counseling 


The agency is often called upon by trade or educational groups to supply SBA 
literature or manpower to answer management questions at trade shows or con- 
yentions. Examples of some recent shows in which we have participated are 
the National Tire and Dealers Association convention, the National Business 
Show, and the Start Your Own Business Exposition. 


MANAGEMENT CONFERENCES 


During the past year, the Small Business Administration has been experiment- 
ing with the conference technique as a means of presenting ideas for improved 
management to the owners and managers of smaller firms. In all, 10 conferences 
were cosponsored last fiscal year. They are usually 1-day meetings and cospon- 
sored by trade associations, chambers of commerce, banks, other business organi- 
zations, and educational institutions. After a keynote speaker opens the confer- 
ence on some selected and currently important subject, the remainder of the 
day is given over to workshops and special problem clinics for individual con- 
sultation. Another speaker may address the group at a luncheon meeting. 

Business people interested in specific subjects such as reducing expenses, in- 
creasing operating efficiency, analyzing the new business tax laws, meeting in- 
creasing competition, and the like, attend. As a consequence, they return home 
with practical ideas which they can and do apply to their own managing and 
operating problems. 


MANAGEMENT-CUSTOMER RELATIONS PROGRAM 


The stimulation and development of better customer relations is another im- 
portant management assistance program. Many of the Nation’s largest corpora- 
tions buy from and sell to thousands of smaller firms. A large portion of them 
are quite small. These large companies are recognizing the importance of the 
small business firm. It is no longer necessary to draw a distinction of prejudice 
between small business and big business. Each is closely related to the other. 
Failure of one leads to failure of the other and both small and big business man- 
agers are aware of their dependence upon one another. 

As a consequence, some of the forward-looking big corporations have active 
programs of management help, advice, and guidance of various types designed 
specifically for the small enterprises from which they buy and through which 
they sell. By encouraging other large concerns to follow the lead of the more 
progressive organizations, the Small Business Administration is helping in dis- 
sninating much valuable information about current and effective management 
practices to the smaller businesses. This technique has the added advantage 
of using established trade channels for the distribution of management assist- 
ace at almost negligible cost to the Federal Government. The program is just 
beginning to get under way, but we have high hopes that it will prove exceedingly 
beneficial to small business. 


MANAGEMENT RESEARCH PROGRAM 


To supplement and strengthen the management assistance programs, research 
ttudies in small business management are encouraged and supported. This pro- 
stam through research and distribution of research findings contributes to the 
udvancement of good small business management practices and thereby helps 
improve the competitive position of small business in the national economy. 
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Mr. McCattum. In your opening statement, Mr. Chairman, you 
mentioned the grants program, and I would like to touch briefly op 
that activity at this point. 

The principal means of supporting research has been through grants 
which the agency is empowered to make under section 7a) of the 
Small Business Act, as amended. 

Section 7(d) permits the agency to make grants to any State goy. 
ernment, or any agency thereof, State-chartered development credit or 
finance corporations, land-grant colleges and universities, and colleges 
and schools of business, engineering, commerce, or agricultural. 

Only one grant, not to exceed $40,000, may be made within a State 
in any one fiscal year. The grants are to be made to carry out the 
purposes of section 8(b)(1) of the act. The latter section states that 
Small Business Administration shall provide managerial aids to small 
business concerns by advising and counseling on good management 
practices, by cooperating with nonprofit organizations for this pur 
pose, by maintaining a clearinghouse for information concerning small 
business management and by disseminating such information. 

In June 1959, 52 grants were made by the Administrator, 1 to each 
State, the District of Columbia, and Puerto Rico. These grants ranged 
from $7,465 to $40,000, totaling approximately $1.9 million. 

Subjects ranged from “The Problems of Launching New Small 
Businesses,” to “Basic Planning for Small Business,” and “Studies in 
the Economics of Firm Size.” Work is well advanced on these studies 
and final reports will begin to be published this fall. The results wil 
be given wide distribution not only among the owners of smaller firms 
but among professional people serving them, as well. 

This year, that is, fiscal 1960, 151 proposals have been received from 
all States, the District of Columbia, Puerto Rico, and the Virgin 
Islands. They involve 225 separate research projects. Under the 
law, only 52 or 53 of these proposals can be approved, since only one 
grant can be made in one State in any one year. ‘These proposals ar 
now being reviewed by the staff of the Small Business Administn- 
tion, with the expectation that recommendations will be made to me by 
an independent Management Research Advisory Council late this 
month. I hope to announce the awards in the early part of April. 

Section 602 of the Small Business Investment Act of 1958 (Pub- 
lic Law 85-699), approved August 21, 1958, provided a special fund 
in the Treasury to a available for these grants. The fund aggre 
gated $27,546,311, derived from repayment by each Federal Reserve 
bank of the aggregate amount heretofore paid to each such bank by 
the Secretary of the Treasury under the provisions of section 13b of 
the Federal Reserve Act. 

In the Department of Commerce and Related Agencies Approprit- 
tion Act, 1960 (Public Law 86-88), the unobligated balance in the 
special fund for grants was rescinded as of June 30, 1959, except 
for $2,080,000 to be available for grants during fiscal year 1960. 

The President’s budget for fiscal year 1961 did not make provision 
for funds to continue the grant program in that year. In view of 
other demands on the budget, it was felt advisable to defer recom- 
mendations for further funding of the activity until the results of the 
1959 program are available and can be evaluated. Since the bulk of 
the studies under the 1959 grants are scheduled for completion i 
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fiscal year 1961, it will be at least a year from now before the evalua- 
tion and appraisal of the program results can be completed. 

To date 50 written semiannual progress reports have been received 
from the 52 fiscal 1959 grantees. While the volume of work required 
in reviewing the 1960 proposals has precluded a close examination of 
these is ts at this time, a cursory review leads us to believe that 
the results will measure up to expectations. 

I have included in my statement, Mr. Chairman, some of the com- 
ments made by the selected grantees in some of their semiannual re- 
orts to us. 

On page 34 I mention certain management research contracts which 
Ihave. I will not go into detail on it here. Dr. White is here and 
if there are any questions from the committee, we can go into it. 

The CuHairMan. We will go into it after you finish. 

oe 30 through 35 of Mr. McCallum’s prepared statement are 
as follows :) 


I am including some of the comments made by selected grantees in their 
semiannual reports. 


1. Oklahoma: The Department of Commerce and Industry, State of Oklahoma 

Subproject 1 on “Factors Which Determine the Survival and Growth of Se- 
lected Small Business Firms in Oklahoma”: “* * * accumulating evidence 
tended to indicate possibilities of benefits which might be realized. A consid- 
able amount of data collected from records of firms in bankruptey and by means 
of depth interviews supports the belief that the findings will make possible the 
formulation of helpful conclusions on why business firms fail.” 

Subproject 3 on “Factors Which Determine the Efficiency and Profitableness 
of Small Business Firms in the Motor Freight Industry”: “The active coopera- 
tion of the motor freight industry in this study is convincing evidence that the 
industry expects useful results. The industry recognizes the problems which 
are central in the study and is eager to have access to the findings.” 


2, Illinois: University of Chicago, Graduate School of Business 


Project “The Economics of Firm Size’: “Our study of the pattern of changes 
in the size distribution of firms in various industries is obviously of consider- 
able practical significance for small business. A crucial obstacle to success for 
small firms may well arise from difficuties in raising capital funds. Yet, should 
it prove true that the marketing characteristics of an industry are generally 
more decisive than capital requirements to purchase expensive tools, a very dif- 
ferent category of public policies may be deemed appropriate to further most 
effectively the success of small businesses. Moreover, for planning entry into 
new industries or expansion in the older ones, the managements of firms should 
find it highly valuable to know the types of industries in which success for their 
size of firms appears most likely.” 


§. Arkansas: University of Arkansas, industrial research and extension center 


Project “Studies of Small Business Problems in Major Arkansas Industries” : 
Study No. 1, ‘‘Marketing Prospects of Independent Poultry Processors” : 
“The findings of this study are expected to be useful to poultry processors, 
other related businesses, and bankers, both in Arkansas and other States. 
The first two parts of the study, as indicated above, will meet a need for 
perspective on the long-run prospects and problems in the industry. This 
perspective is needed in making investment and loan decisions. The latter 
parts of the study will be devoted to considering the trends and comparative 
merits of different types of marketing and production organization and 
methods. This will help provide general guidance or specific recommenda- 
tions on decisions as to scale of plant, use of freezing facilities, integra- 
tion of operations, and types of marketing.” 

Study No. 4, “Business Budgeting for Independent Department Stores” : 
“* * * The findings of this study are expected to provide a ready-to-use 
simplified budgeting and control procedure for small department stores. 

The report will explain the need for and principles behind budgeting and 
will illustrate with examples of forms and procedures.” 
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4. eet te, Temple University, School of Business and Public Administra. | 
ion 
} 
Project “An Exploratory Survey of Financial Ratios and Other Business | 
Services with Special Attention to Their Application to Problems of Small Bugi. 
ness”: In this instance, the grantee is working closely with professional and 
trade associations. A letter from the National Bureau of Economic Research 
includes this statement, “I am much interested in your SBA project and hope 
we can collaborate with mutual benefit. I also enjoyed reading your article 
on financial and operating ratios (statement about the study), which is helpful 
to us in our quality of credit studies.” An official of the Bowling Proprietory’ 
Association of America writes, “It appears to me that your investigation into 
this phase of trade association activity will be a fruitful source of information 
and ideas not only for subsequent research efforts in the academic field but also 
as a practical guide for trade association executives who are confronted with | 
the problem of developing meaningful programs and services for their members,” 
5. California 
San Diego State College is studying 365 small electronics manufacturing firms, 
They report that: “* * * As the research team discovers major problems in the 
electronics industry, individual members will be in a position to suggest im. 
proved practices in the areas of (1) marketing, (2) finance, (3) accounting, 
and (4) personnel and industrial relations. In so doing, these small electronic 


firms should be in a more advantageous position to compete with major firms 
in the field.” 


6. Minnesota: University of Minnesota, department of business administration 

The subject of their grant is ‘“‘Basic Planning for Small Business.” It is the 
purpose of this study to provide the owners of small business with reasons for, 
value of, and means of applying sound planning to their own operations. The 
concluding paragraph of their report follows: 

“Small business training programs carried out through the extension division 
and the School of Business Administration of the University of Minnesota will 
probably be expanded during the next few years; short courses, conferences, 
and programs presented at various points throughout the State will draw on the 
findings of this and other SBA research as well as on the general resources of 
the faculty.” 

7. North Carolina: Duke University, School of Law 

Project “Research in the Legal and Economic-Legal Aspects of Small Business 
Planning”: “The literature that is being prepared under this project will go 
a long way toward making similar ‘preventive law’ counseling and planning 


available to small businesses * * *. For example, our research on study (3) 
suggests that deferred compensation arrangements are not just big business de- 


in small businesses; the study will show how to tailor deferred compensation 
arrangements to the needs of small businesses.” 
8. Georgia: Georgia Institute of Technology, engineering experiment station 
Project “Identification and Evaluation of Problems and Needs of Small Mant 
facturing Management.” In this instance, their project activities themselves 
are significant: “A preliminary questionnaire was designed and validated, and 
a final questionnaire form and covering letter were developed. Considerable 
time was spent in developing a mailing list of small manufacturers to be con- 
tacted in the questionnaire survey. Questionnaires were mailed to 4,564 small 
manufacturers in the State. Of these, 152 were returned undelivered, while 
completed questionnaires were received from 995 respondents qualified as ‘small 
manufacturers’. Questionnaires received from qualified firms were classified for 
tabulation and analysis purposes, and master tabulation cards were prepared.” 


MANAGEMENT RESEARCH CONTRACTS 


In addition to research carried on through the grant program under section 
7(d) of the Small Business Act, as amended, the Agency from time to time 
contracts for special management research. Currently underway are four such 
special studies at the University of Indiana, Brown University, University of 


Texas, and University of California at Los Angeles. 
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Our contract with the Indiana University School of Business Administration 
jg to conduct research and write 10 small business management cases. These 
will cover the major different types of businesses and a variety of problems. 
Upon completion in June 1960, the cases will be sent to about 800 coordinators 
and potential coordinators for use as a vehicle to develop interest and discussions 
in the administrative management courses. 

Brown University has been working over 2 years to date on a special contract 
study titled, “Patterns of Small Business Growth and Survival in Rhode Island.” 
It is a 24-hour month diary of some 75 small businesses that have started in 
the different sections of the Providence metropolitan area. The details of 
entry and exit of these firms is being recorded from the depth interviews. It 
is believed real assistance in improving continuity of small firms will be forth- 
coming. In addition, the case histories will provide excellent material for our 
management courses in the field. 

The University of Texas is preparing an annotated bibliography of university 
pusiness and economic research projects. These research projects include faculty 
research and research leading to doctor’s degrees completed during the academic 
years 1957-58 and 1958-59. It is desirable to continue the bibliography on a 
biannual basis. 

The research underway at UCLA is examining the current practices, thinking, 
trends, and magnitudes of interbusiness financing. It will be limited to inter- 
business financing between small business as a supplier or customer, and a larger 
nonfinancial business. 

SUGGESTED RESEARCH TOPICS 


The agency is building up in its files a growing list of subjects upon which 
research might be done. All of them will apply directly or indirectly to small 
business, its environment, organization, administration, operation, and present 
and future facilities. Anyone is welcome to submit suggestions as to research 
which he believes should be conducted. 

This information concerning problems about which research may be under- 
taken is prepared for publication and distribution among a wide variety of 
public and private research agencies and research personnel. Faculty personnel 
in charge of doctoral and master theses and junior faculty members interested 
in research should find ideas among the listed topics to help them select final 
subjects for research concerning small business management. 

In September 1959, a list, with an explanation of each topic, was published 
of suggested research topics in the area of managing, financing, and operating 
small business enterprises. Another list with explanations is in preparation 
for publication in the spring of this year. 


Mr. McCatium. I would like to turn now to page 36 and our finan- 
cial assistance program. 

Since the beginning of the business loan program in October 1953 
and through February 1960, 18,829 loans have been approved by SBA 
and participating banks for $882,037,278. For the same period, 9,012 
disaster loans have been approved by SBA and participating banks 
for $95,506,218. As of the end of February 1960, 12,086 business loans 
and 6,040 diaster loans were being serviced. 

Each succeeding fiscal year during SBA/’s existence has produced 
an increase in the number of loan applications received. In fiscal 
1959, 10,213 applications for $590,851,000 were received, resulting in 
approval of 5,582 loans for $267 million: 1,083 applications were 
received in the month of March 1959 and the monthly rate for the 
year averaged 851. 

The last months of fiscal 1959, however, showed a more-than-sea- 
sonal drop in activity, which has continued through the first 8 months 
of fiseal 1960. During this latter period, an average of about 644 
loan applications per month was received, of which 45.8 percent of 
those acted upon were approved, compared with an approval rate in 
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fiscal 1959 of 57.4 percent. The rate of approval had increased to 
52.1 percent in February 1960. 

The slackening of demand for credit during this period most prob- 
ably reflected the economic slowdown and uncertainty due to the stee] 
strike. We believe the cash position of business, small and large, im- 
proved during this period because of the conversion of inventories into 
finished goods and cash rather than the use of cash to purchase inven- 
tories, including steel. 

We believe, also, that commercial banks are showing increased 
awareness of the possibilities for profit to themselves and benefit 
to their communities through both the direct making of, and _ par. 
ticipation in, term loans to small business. It has come to our at. 
tention that a number of leading banks have set up special depart. 
ments to make such loans. The small increase in the rate of bank 
participation in SBA loans during this period may be another in- 
dication of this trend. 

We have tabulated the number of applications which have r- 
sulted from inquiries in our field offices in the last 214 years. A 
copy of this tabulation is attached to this statement for your in. 
formation. Although the rate varies from month to month, the 
percentage of inquiries which develops into applications has re- 
mained fairly constant during this period. This would indicate that 
causes of decline in activity lie outside the control of this agency, 
Our field offices will continue to assist all inquiries to the extent av- 
thorized by law. 

The lower percentage of loan approvals for the first few months 
of fiscal year 1960 is probably a logical corollary of the smaller nun- 
ber of applications received. In prosperous times, optimistic bor- 
rowers are inclined to accept shorter loans, subject to renewal, and 
lenders are inclined to renew such loans rather than request customers 
to make other arrangements for financing. During this period, the 
better class of risks were probably being taken care of by private 
sources of financing, and SBA was getting the lower end of the loan 
spectrum. 

However, there are indications that bank portfolios are approach- 
ing the maximum limit in many types of loans, particularly term 
loans of the type made by SBA. Also, many banks are reaching what 
they regard as the maximum safe ratio of loans to deposits. 

The number of loan applications picked up in February, and so far 
in March, reflects an even sharper increase. The loaned up condition 
of the commercial banks and the end of the steel strike may have con- 
tributed to this increase, although the second half of the fiscal year 
customarily shows an increase in application activity. 

We have substantially completed decentralization of loan adminis 
tration from the regional offices to branch offices, which will make 
counseling assistance available to more borrowers on a local level and 
reduce travel costs incurred in servicing our loans. Better admunis- 
tration should also result from the more frequent contact at the local 
level. 

Our loan administration workload will continue to grow until we 
reach a point where loans are being paid off at the rate new loans 
are disbursed. It is estimated that by the end of fiscal year 196, 
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almost 20,000 business loans and about. 7,000 disaster loans in a total 
amount of $680 million will be outstanding. 

In line with the policy of maintaining 
the agency’s loan servicing examiners: 

1.€ arefully analyze the repayment records of borrowers so that 
prevent ive measures can be taken if necessar y to forestall loan delin- 
oe. ies ; 

. Provide borrowers with counseling on 
ope ration of their businesses : 
Visit borrowers’ businesses to inspect plant operations, facilities, 

md equipment; and 

4. Analyze borrowers’ financial statements and business records. 

We have — to hold delinquencies down with this policy. 
Through Dec ember 31, 1959, ch: irgeofls have been recorded on only 142 
business loans, aa a total loss of $1,376,505. In addition, it was 
estimated as of that date that probable losses of $4,717,000 would be 
incurred in connection with 484 loans in liquidation and 419 loans 
delinquent over 60 days. This makes a total of $6,093,505 of actual 
and estimated losses, about 1 percent of the SBA share of loans 
disbursed. 

(P.40 of Mr. McCallum’s prepared statement is as follows :) 
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Business loan inquiries and applications received, by month, 
December 1959 


July 1957 through 


| Inquiries 
|} received 


(including 


| Applications 
| Applications | as a percent- 
received | age of in- 





counseling) quiries 
7 | 
1957: } 
July h * ‘ ater 6,814 18 7.6 
August ae , : ahahaha ; 6,715 573 8.5 
September _...--- i dhdeadla kata ae cicn aie 6, 312 508 8.0 
October ie ‘ ale : ae 1 A 6, 480 503 7.8 
November sabia tease 2 ae ‘ ; 6, 085 569 9.4 
ND iit covunin cinttere at 7 a ae Pee 5, 736 29 9.2 
1958: } 
January waakwe ; ee Reads / 6,811 503 7.4 
February Saedeoe ; adukssedacuce ; 9, 144 583 6.4 
Se = chavtoiuadeaae eae 10, 168 858 | 8.4 
April mae ein ‘ ee anita irhaie a “a 12, 596 810 6.4 
May edt elected ances deacacicatld Dithdal Mackin alot 9, 955 1, 099 11.0 
DR Lainsceass _ Sa makin 9, 838 845 8.6 
July ikcdesasdednatascumiien res ak faa 8, 789 840 9.6 
August a acananns ie 10, 677 918 8.6 
September _.------- Sie ie a re 3 ‘ 12, 316 893 en 
October dibs ats alchibebtdak<odtehnddd ‘ de 10,731 | 929 8.6 
November.-.-.-- i aa ; aha ‘ 11, 268 841 7.5 
GD. no cunncenssews st rete” ; 9, 054 560 6.2 
1959: 
January _ _.- > 9, 766 754 7.7 
ET nck dahil elated aguvick es Gebbb didn dadekde 12, 723 843 6.6 
a = mcsuigd hl inal 11, 457 1,083 | 9.4 
NS on td oes aeestes ‘ih datdbndedeusdvbiadd 10, 194 896 | 8.8 
ST hanes ta ecanlianibad Soin magenta tote 9, 225 754 8.2 
June_. tr by 9, 737 902 | 9.3 
ake bit 8 es, Ah atk d debeknwicbddn Sed w hdhahe 8, 028 | 681 | 8.5 
Sree = dies oe 9, 100 682 7.5 
September._.........- ao Whang dtd Ursa a jag 8, 855 | 747 8.4 
Ss vatsctetp gmotens sande’ » sybedateederedatididindys 7, 637 | 637 8.3 
A Fn naan otaee : 8, 627 601 7.0 
NS bo 6,716 654 | 9.7 
Source: Office of Controller, Budget and epeits Division, Jan. 27, 1960. 
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The CuairMan. Does that complete your statement ! 

Mr. McCatium. I have, Mr. Chairman, beginning on page 41, a 
statement of the recommended amendments to the Small Business Act 
which I would be glad to go into, if you wish. I shall defer to your 
wishes in the matter. 

The Cuarrman. I believe we would like to discuss that. 

Mr. McCatium. All right. 

On April 30, 1959, Mr. Wendell Barnes, who was then Administra- 
tor, recommended to the President of the Senate and the Speaker of 
the House of Representatives a number of changes in the act which 
we considered to be desirable. These proposals, subsequently em- 
bodied in a bill introduced by Senators Saltonstall and you, Senator 
Sparkman (S. 1879), were that the amount in which funds are au- 
thorized to be appropriated to a revolving fund in the Treasury for the 
use of the Small Business Administration be increased from $900 mil- 
lion to $1.1 billion; that the amount of the revolving fund which may 
be outstanding at any one time for the purpose of making business 
loans pursuant to section 7(a) of the Small Business Act be increased 
from $500 million to $700 million; that SBA be authorized to make 
prepayments of rentals on safety deposit boxes; that SBA be required 
to make reports to the Congress on an annual, rather than a semi- 
annual, basis; and that certain surveys and reports, presently required 
of the Attorney General, be eliminated. 

Although none of these measures has been enacted, our proposals re- 
specting the revolving fund were partially accepted by the Congress. 
The amount of the total authorization was increased from $900 million 
to $975 million, and the amount within the total authorization avail- 
able for small business loans was increased from $500 million to $575 
million (Public Law 86-367). As a result, the provisions of S. 1879 
affecting this authorization are no longer appropriate. 

For the sake of clarity we prepared and sent to the President of the 
Senate and the Speaker of the House on March 15, 1960, a new measure 
which is designed to serve as a clean bill, entirely displacing the 
earlier one. 

This bill, entitled the “Small Business Act Amendments of 1960,” 
has already been introduced in the House (H.R. 11207) and will, I 
on > be soon introduced in the Senate. 

Mr. Struuts. Mr. McCallum, did Mr. Spence introduce that bill for 
you over in the House? 

Mr. McCativum. Yes, I think so. 

Mr. Sruurs. The chairman of the House Banking and Currency 
Committee ? 

Mr. McCatium. Yes. The only substantive difference between the 
two measures is to be found in the provisions relating to the revolving 
fund authorization. I should like to review each of the substantive 
sections of H.R. 11207. 

Section 3 amends subsection 4(c) of the act in two respects. First, 
it increases from $975 million to $1,125 million, the amount in which 
funds are authorized to be appropriated to a revolving fund in the 
Treasury for use by the Administration in the performance of the 
duties imposed upon it by the act. 
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Second, it increases from $575 million to $725 million the amount of 
the revolving fund which may be outstanding at any one time for 
the purpose of making business loans pursuant to subsection 7(a) 
of the act. 

SBA’s projection of probable business loan activities through the 
next 18 months points up the necessity for this increase of $150 mil- 
lion. According to present estimates, an authorization of $656.3 mil- 
lion will be required to cover business loans outstanding, together with 
undisbursed loan authorizations, through June 30, 1961. The pro- 
posed increase will meet this need and, at the same time, provide a 
reserve of approximately $69 million to guard against unforeseeable 
variations in the factors (such as the volume and size of loans, and so 
forth) used in preparing the estimate. 

Section 4 adds a new paragraph to subsection 5(b) of the act, the 
effect of which is to authorize the Administration to make prepay- 
ments of rentals on safety deposit boxes used by it for the safeguard- 
ing of instruments and other documents held as security for loans 
made to small business concerns and others. 

SBA commonly accepts bearer bonds, stock certificates endorsed in 
blank, and other kinds of readily negotiable instruments as collateral 
on loans made pursuant to section 7 of the act. Prudence requires 
that regional offices of the agency should, on receipt of such documents 
from borrowers, retain them in safety deposit boxes. Such boxes are 
usually rented on an annual basis and, with few exceptions, banks 
demand payment in advance. 

By letter of June 3, 1955, SBA was notified by Mr. Frank H. 
Weitzel, Assistant Comptroller General of the United States, that sec- 
tion 3648 of the Revised Statutes prohibits such prepayments. The 
statute cited by him provides, in part, that: 

No advance of public money shall be made in any case unless authorized by 
the appropriation concerned or other law. 

Consequently regional offices have been able to use safety deposit 
boxes only by obtaining the necessary funds from employees who, at 
the end of the rental period, claim reimbursement from SBA. 

Section 4 of the bill remedies this situation by inserting, in subsec- 
tion 5(b) of the act, a provision that section 3648 of the Revised 
Statutes shall not apply to prepayments of rentals made by SBA on 
safety deposit boxes. 

Section 5 effects two substantive changes in section 10 of the act. 
First, it places the reports which the Administration is required to 
file, pursuant to subsections 10(a) and 10(b), on an annual basis 
instead of a semiannual basis. Second, it eliminates the surveys and 
reports which the Attorney General is required to make pursuant to 
subsection 10(c). 

Subsection 10(a) of the act provides that the Administration shall 
make a report every 6 months of operations under the act to the Presi- 
dent, the President of the Senate, and the Speaker of the House of 
Representatives, containing the names of the business concerns to 
whom contracts are let and for whom financing is arranged by the 
Administration, together which the amounts involved, and containing 
such other information, comments, and recommendations as the Ad- 
ministration may deem appropriate. 
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Subsection 10(b) of the act provides that, on June 30 and December 
31 of each year, the Administration shall make a report to the Presj- 
dent, the President of the Senate, and the Speaker of the House of 
Representatives, to the Senate Select Committee on Small Business, 
and the House Select Committee To Conduct a Study and Investiga- 
tion of the Problems of Small Business, showing as accurately as pos- 
sible for each such period the amount of the funds appropriated to the 
Administration that it has expended in the conduct of each of its prin- 
cipal activities, such as lending, procurement, contracting, and provid- 
ing technical and managerial aids. 

Under existing law, therefore, SBA must submit two reports every 
6 months concerning its operations. These requirements were laid 
down when SBA was initiated as a temporary agency of the Govern- 
ment to conduct programs, for the assistance of small business, which 
were considered to be experimental and which were generally expected 
to be of limited duration. The principal reason for requiring reports 
at such short intervals was to furnish the President and Congress 
with information essential to a determination of the recurring ques- 
tion whether the program should be continued. : 

With the establishment of SBA as a permanent agency of the Goy- 
ernment, the need for such frequent reports has been substantially 
lessened. In view of this, as well as the unnecessary expense involved 
in preparing and issuing two reports every 6 months, it 1s believed that 
SBA should, like virtually all other permanent agencies, report on an 
annual basis. Under the provisions of section 5, both reports are to be 
filed on June 30 of each year. 

Subsection 10(c) of the act directs the Attorney General to make, or 
request the Federal Trade Commission to make for him, surveys for 
the purpose of determining any factors which may tend to eliminate 
competition, create or strengthen monopolies, injure small business, 
or otherwise promote undue concentration of economic power in the 
course of the administration of the act. He is required to submit to 
the Congress and the President, at such times as he deems desirable, 
reports setting forth the results of such surveys and including such 
recommendations as he may deem desirable. 

This subsection adds little, if anything, to the authority and respon- 
sibilities presently reposed in the Attorney General by the antitrust 
laws and other statutes. Its presence in the act serves no useful 
purpose. 

On the other hand, the subsection, by its peculiar wording, suggests 
that the Attorney General must exercise special vigilance over the 
operations of the Administration to detect and prevent violations of 
law. This, of course, was not the intent. Indeed, the legislative his- 
tory of the act indicates that the subsection was inserted inadvertently. 
For these reasons, section 5 of the bill deletes it from the act. 

Mr. Chairman, that concludes my statement, and I and the members 
of my staff will be glad to answer any of your questions. 

The Cuamman. Thank you, Mr. McCallum. 

Senator Williams? 

Senator WituiaMs. I regret I was not here for the entire statement, 
but certainly at the earliest opportunity to go over your full state- 
ment, I shall do so. 

Mr. McCatium. Thank you, sir. 
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Senator WitiiaMs. At this point I have little to ask. Perhaps as 
we proceed I might preserve an opportunity. 

I did want. to ) direct, one inquiry to you. In your section relating 
to your clean bill and suggesting amendments to the legislation under 
which you operate, you refer to the Administration. I take it this is 
the Small Business Administration that is adv ancing these ideas ¢ 

Mr. McCatuum. Yes, sir; this is our bill. 

Senator WituiAMs. Can we conclude that this is a Presidential 
proposal ¢ 

Mr, McCatuium. Yes, this is the Administration’s bill. 

Senator Wiiu1aMs. That is all I have at this time, Mr. Chairman. 

The CHairMAN. Senator Javits ? 

Senator Javits. Mr. McCallum, I am sorry that I, too, got here a 
little late, but I have been leafing through your statement in an effort 
—— 

The Cuairman. If you would rather wait, I shall pass on to Senator 
Moss and then I might ask some questions and come back to both you 
and Senator Williams later. 

Senator Javits. I did have two questions I wanted to ask now, Mr. 
Chairman. 

The Cuarrman. Go right ahead. 

Seriator Javirs. I would like another chance, if there is still time. 

The CuarrMan. Very well. 

Senator Javirs. I have two things that occur tome. One, and very 
importantly, I notice that you are engaged in trying to help small 
business get into the export line, and that I think is fine and extremely 
important. It holds probably as much of the future of small busi- 
ness as it does of big business. But I did wonder what you are doing 
about, smal] business that is adversely affected by imports, whether 
you have given that any consideration, whether it comes into the au- 
thority of the agency at all, and whether you have any views on 
that ? 

Mr. McCatium. Senator, we have had representations made to us 
by small concerns of some of their problems i in this area. We have 
called them to the attention of the Tariff Commission on occasion and, 
as you know, there have been from time to time bills introduced which 
vould broaden our disaster-loan authority to deal with the problem 
of firms, small firms, adversely affected by certain tariff policies. 

With respect to the latter, we have not recommended this, because 
itchanges the whole fundamental concept of our disaster- loan author- 
ity as it now exists, and this, with other proposals, would broaden or 
change completely the disaster-loan concept as it now stands in the 
statute. 

To answer your question: we do consult with other saan les con- 
cerning these problems, although we have not, as far as I know, sir, 
made any recommendations in this respect. 

Senator Javirs. Well, do you know of any agency in the Govern- 
ment which will take the glove manufacturer in Gloversville, N.Y. 
who has just been adver ‘sely affected by a ruling of the Tariff Com- 
mission, and show him how he can deal with this problem ? 

Mr. McCatium. I think the Department of Commerce has a re- 
sponsibility in this respect. 
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Senator Javits. Well, do you know whether they do anything in 
the small business field ? 

Mr. McCatium. Not for small business as such, but the fields over. 
ap. 

Senator Javirs. Mr. Chairman, if I may, I would like to use my 
time to make a very brief statement and address an urgent request to 
the Chair. 

I know of few problems in our country which can become more 
troublesome than this, because of the conflict between the domestic 
interests of the worker and manufacturer—which is very real and 
pressing, as the Chair knows, I am sure—and the overriding national] 
interest in respect of our foreign trade, both in terms of our world 
leadership and in terms of our adverse balance of international 
payments. 

I would most respectfully ask the Chair if the staff could not, even 
if it is just for me, give some bird’s-eye view of what is being done in 
the Federal Government about this, and perhaps even if there are any 
recommendations, to make them. I would really like very much to 
pursue this subject most assiduously. 

The Cuarrman. I think it is a very good point, and it is becoming 
more and more so, all the time, as the Senator pointed out. 

Mr. McCativum. Senator 

The Cuarrman. I would ask—yes, Mr. McCallum. 

Mr. McCativum. Our role in this has principally been one of cou- 
seling with these people and endeavoring to put them with the right 
agency to help them find the method through which they can approach 
their problem and get assistance. We have, as I indicated, referred 
a number of these people to the Tariff Commission and have talked 
with the Commission ourselves. 

Senator Javits. I was just going to say, Mr. Chairman, that people 
will just not endure the grief of being thrown out on the economic 
junk heap entirely. We do not have to do it: some other approach 
is needed. I have the feeling that we haven’t really buckled down 
to it, that we are still thinking in terms of, well, if economically this 
is obsolete, let them worry about it, namely, the worker and the mant- 
facturer concerned. 

But I just don’t think that this can be done without our economy 
having stresses and strains as the result of people who are getting 
hurt and who are going to fight to correct the situation even though 
it may cross the national interest if they do. I submit that to the 
Chair most respectfully. 

The Cuarrman. Of course, when the various proposals were first 
made relating to better trade relations, foreign trade relations, recog- 
nition was made of the fact that some industries in this country would 
be hurt, and at that time it was stated that special studies would have 
to be made to determine what could be done for them. 

So far as I know, very little has been done along that line, and, as 
I understand, that is really what you are suggesting now. 

Senator Javits. Yes. 

The Cuarrman. Mr. Stults, did you make note? I suggest that the 
matter be discussed with the Department of Commerce. 





eS ips ops Gao 


BsBPogdg sa ea Ss oS 


aS 


Fis 
Fis 


ng in 


Over- | 


e my 
est to 


more 
nestic 
l and 
‘ional 
world 
tonal 


, even 
one in 
any 
ich to 


ming 


coun- 

right 
yroach 
ferred 
talked 


people 
nomic 
yroachi 

down 
ly this 
manu- 


onomy 
retting 
though 
to the 


re first 

recog: 
would 
|d. have 


and, as 


hat the 


aL 
TT 





SMALL BUSINESS ADMINISTRATION—1960 27 

Mr. Srvutts. The staff of the committee has already been working 
with the executive secretaries of some 8 or 10 trade associations, Sena- 
tor Javits, following up the request which you made at our commit- 
tee’s executive session earlier in this session. I think, within the next 
month or 6 weeks, the staff will have suggestions which it will wish to 
pass on to the chairman and the members of the committee. 

Senator Javrrs. Thank you very much, Mr. Stults. Thank you, Mr. 
Chairman. 

The Cuatrman. Mr. McCallum, I am going to ask you a few ques- 
tions and then perhaps by that time Senator Williams and Senator 
Javits will have some. Mr. Stults and Mr. Messick undoubtedly will 
have some. I want to question you briefly regarding the small busi- 
ness participation in research and development. It seems to me that 
has been one of the most difficult fields to penetrate successfully. Am 
I correct in that assumption ? 

Mr. McCauium. Yes, sir. 

The Cuatrman. Well, are you and your Administration pushing to 
try to broaden that field of opportunity for small business? 

Mr. McCatium. Yes, indeed, we are. 

As I mentioned in my statement, as a first step, we have screened 
a number of applications from small firms who we think have capa- 
bilities in the research and development field and have compiled the 
names of these firms in a directory. And what we endeavor to do is 
make this available to contracting officers who have the responsibility 
for letting and awarding these contracts, and also to private concerns 
which award subcontracts which involve research and development 
work. And we are actively engaged in this matter of attempting to 
bring the small firms’ capabilities to the attention of both the Govern- 
ment and large contractors. 

The Cuarrman. I am convinced that this is something that requires 
constant attention. It is not something that can just be handled to- 
day and then be forgotten because it will not rest. 

Mr. McCatium. I want to assure you, Senator, that we agree with 
you, that this is a matter which requires continual effort, and an ag- 
gressive approach. We are going to continue to expand this activity. 
We have set up a special staff within the agency to handle this 
problem. 

The Cuarrman. Did you give, in your statement—I do not recall 
now—any specific figures on the extent of set-asides in the research 
and development field ? 

Mr. McCauzum. No, I believe not. 

Mr. Hiexrins. We can supply that to you. 

The Cuarrman. I think it would be helpful to do that. 

(The information referred to was subsequently received, and fol- 
ows: 
) Set-asides made on research and development 


Number of Value of 
set-asides set-asides 
made made 





Fiseal year 1959... _ 247 | $17, 081, 921 
Fiseal year 1960 (through February 1960) ‘; 4 186 13, 566, 973 
Accumulative total since statistics have been maintained (beginning 1959) _. 433 30, 648, 894 
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The Cuarrman. You know, Mr. McCallum, I just got to thinking 
while sitting here, that back when we were getting ready for the 
Second World War we had somewhat this same problem. At that 
time we didn’t have a small Business Administration, not even a 
Smaller War Plants Corporation, but I remember the difficulty. | 
was then on a committee in the House of Representatives, and I re- 
member the difficulty that we had in even getting started in the small 
subcontracting. The big contractors wanted to get the whole contract 
to themselves. 

I seems to me this has happened all down through the years as we 
move from one program to another—for instance, you mentioned in 
your paper something about the new weapons systems. As a matter 
of fact, I had considerable reluctance in seeing the new weapons con- 
cept come into being, because of the impact that it would have on small 
business participation. 

I simply mention that to bear out the statement that I made a 
minute ago: that it is something that requires constant attention and 
constant application. But it does seem to me, as we move into this 
new field where research and development is so important in the over- 
all program, that small business certainly ought to be able in some 
way to get its fair share. And I express the earnest hope that your 
Administration will pusk right ahead with that. 

Mr. McCatium. Weassure you that we will, sir. 

The Cuarrman. Let me ask you a question with reference to these 
research grants that we provided for in section 7(d) of the Small 
Business Investment Act, I believe it was, was it not, 1958 ? 

Mr. McCauium. Yes. 

The Cuarrman. We amended the Small Business Act. 

Mr. McCatium. Right. 

The Cuarrman. As a part of the Small Business Investment Act 
or in that same measure. 

At that time we shifted the section 13(b) funds of the Federal Re- 
serve Board to the Treasury, those funds which had been lying there 
unused for many years? 

Mr. McCauivum. In large part they were unused. 

The CuarrmMan. Well, almost entirely. A very small part of them 
had been used. 

We shifted them, with the idea that they could be used in connection 
with small business in these research grants to be made to institu- 
tions—as you pointed out in your statement. 

I must say that it was a great disappointment to me that the Ad- 
ministration did not see fit—and I am talking about the national ad- 
ministration, not the Small Business Administration—did not see 
fit to include in the 1961 fiscal year budget provision for a continua- 
tion of those grants. 

I recognize, from the force of your statement, that it probably will 
be 1961 before you can tell the full effects of what these grants are 
going to accomplish. But certainly it seems to me that another year, 
at least, could have been continued in order to give time to see how 
they worked out. 

You gave us excerpts from several of the partial reports; do you 
have the feeling that a good job is being done ? 
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Mr. McCatuium. Yes, sir; I do. We have not had an opportunity 
really to evaluate these in depth. These are merely progress reports, 
but our initial review of these progress reports that I mentioned, 
indicates to us that most of them—and as far as I know, all of them, 
at this time—indicate real promise in carrying out the objectives for 
which the legislation was passed. 

As you know, provision was not made in the 1961 budget for funds 
to continue the grants program. This was due to fiscal considerations. 
It will be necessary, after the grants are in and a full review is made, 
to decide whether this program offers the best method of getting 
this research performed in a manner which will be of most benefit to 
small business. 

But up to now, Senator, I must say that we think that the projects 
which we awarded last year, show real promise. 

The Cuamman. I will say that all the reports that have come to 
me have been to that effect. One thing that I thought was very good 
on the part of the Banking and Currency Committee of the Senate 
in writing that provision in, was the fact that we made them appli- 

cable to every State in order to spread it over the country, because, 
after all, small business and small business problems are ‘certainly 
scattered all over the country. 

Another thing we recognized—and you recognized as a part of your 
program, since you discuss it very well in your paper—is the’ fact 
that the very problems that are covered by so many of these studies 
are the problems that are causing so many small businesses to stumble 
and fail. 

Mr. McCatium. Yes; the projects have been approved with the 
basic difficulties of small business in mind. 

The Cuarrman. I think good work is being done, and, as TI said 
in my opening statement, I did introduce a proposed amendment last 
Friday, and, I am glad to say, several Senators asked to join in the 
amendment. I do hope that we may be able to get it written into 
this year’s approRTesven act, and that the program may continue 
until we have an opportunity to measure its worth. 

Senator W icon: do you have any qeustions now ? 

Senator Wrrrams. Yes, Mr. Chairman, a question in connection 
with the management assistance program. I notice that you attribute 
9 out of 10 business failures to management deficiencies or in- 
experience. As I understand it, the Small Business Administration 
has a program designed to bring expert knowledge to the problems 
of small business management. 

Mr. McCatium. Yes, sir; these are not my figures, Senator. These 
are the Dun & Bradstreet studies which I think are the most authorita- 
tive in this area. They indicate the figures on business failures, and 
also indicate that in 9 out of 10 cases these failures are due to manage- 
ment deficiencies, or lack of experience. The management courses 
which we cosponsor—we do not conduct them, we cosponsor them with 
educational institutions and State distributive education depart- 
ments—are designed to fill gaps in the small businessman’s knowledge 
to enable him to be a better manager and to gain more experience. 

I think this is a very useful program. I think that it is one which is 
going to become more important. And certainly, as the results of re- 
search grants we are conducting now are made known, with the source 
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materials and other matters which these studies will develop, they will 
be useful in connection with these courses 

Senator Wiiur1aMs. In your report of your Administration’s ex. 
penses for the period July 1 to December 31, 1959, it has been pointed 
out to me that 4 percent of your budget was devoted to this activity, 
compared with 70 percent of your budget for business loans, 614 per- 
cent for investment company assistance, 1614 percent procurement and 
property disposal, and 314 percent for RFC ‘Joan liquidations. 

The figure that I am dealing with here is the 4 percent for manage. 
ment assistance. Does this reflect, in your judgment, the proper 
balance of importance of this program in the total effort ? 

Mr. McCatium. Well, yes, I think it does, Senator. We have a total 
budget, and we must allocate our funds and personnel to our particular 
programs. One advantage we have in this program is that it does not 

take a great amount of money or a great many people to do the work, 
We contact the college or university or State distributive education 
department, and bring the course possibilities to their attention, and 
they take it from there. We m: vy supply them with some of our “Man. 
agement Aids” or “Technical Aids,” but they plan the course, and our 
people work with them. We do not conduct these courses ourselves, 

Senator Wiu1aMs. Just to get an impression of the breadth of this 
program, how many institutions would you judge you have contacted 
in this connection ? 

Mr. McoCatium. 255. 

Senator Wiiu1aMs. Is that a Washington activity or do your re. 
gional offices conduct it ? 

Mr. McCatium. No, Senator, the direction for the program is here, 
but we do have people in the field who work directly with the college, 
university, or State distributive education department to put the course 
together, and we will provide materials from Washington through that 
field representative. who contacts the university or college. 

Senator Wituiams. Now, this field representative is headquartered 
in the regional offices ? 

Mr. McCativum. Yes, sir. 

Senator WiiurAMs. In other words, in the area that I have the 
honor to represent, we would find these people in the New York office! 

Mr. McCatium. In the New York regional office. 

Senator Witi1aMs. Yes, sir. 

Mr. McCatitum. New York regional office. 

Senator Witu1aMs. Or Philadelphia ? 

Mr. McCatium. Or Philadelphia; yes. 

Senator Wii1aMs. I do not want to take too much time on this, but 
I did want to get some understanding of this part of the operation. 
I notice on page 13 you describe some of the letters of appreciation 
you have received for specific management assistance. How is this 
assistance generated to the businessman who has a problem? _Is this 
program exclusively the educational institution approach, or is there 
some firm-by-firm direct management assistance in your effort ? 

Mr. McCatium. There is both. Many times individuals, individ 
ual proprietors or partnerships or small corporations, will come to 
the regional office with a problem, which may at first blush appear 
to be financial but which upon analysis may require something els 
in the way of assistance. 
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The personnel in the regional office under this program will consult 
with those individuals and make recommendations to them with re- 
spect to their management organization, in connection with the finan- 
cial assistance people. They may discuss certain changes in book- 
keeping, accounting records, matters of this kind. 

We do not in this area compete with private management consult- 
ant firms. If it is an overall problem, we will indicate to them that 
this is the case and perhaps they should go deeper with a private firm. 
But we do have this counseling service available on an individual 
case basis in the regional offices. 

Senator Witi1AMs. I have nothing further, Mr. Chairman. 

The CHarrMAN. Senator Javits. 

Senator Javrrs. I had one other question. I notice that you have 
made some research grants. I noticed by running through them that 
none of them relate to this question of the adverse effect of imports 
on small business and what should be done about it. That is correct; 
isit not? You have no research project going on that subject? 

Mr. McCatuum. I would like to ask Dr. White that question. He 
is in charge of this program. Dr. Wilford White. 

The CuarrMan. Yes, sir; glad to see you, Dr. White. 

Mr. Wuire. There are four proposals, Senator, relating to foreign 
trade. Now, these four cover a wide variety of subjects within the 
area of foreign trade. I think one of them would include this matter 
of imports and the effect of imports upon small business. 

Senator Javits. What do you call “proposals”? I do not quite 
follow that. Does it mean that anything has been done about it? 

Mr. McCarium. These, Senator, are the proposals which we re- 
ceive from institutions seeking a grant. 

Senator Javits. I see. 

Mr. McCatium. They present to us a project which is a proposal 
which we review and determine whether this is the grant we should 
make. 

Senator Javits. But you are not ordering these surveys because you 
donot have the money, is that right ? 

Mr. Wuirr. We have money Wotan me. 

Mr. McCatium. In connection with the grant program, it would 
depend on the proposal itself. If it isa meritorious proposal, it might 
receive the grant. 

Senator Javirs. But you have made no decision upon whether any 
of these proposals will be financed ? 

Mr. McCatium. Not yet. 

Senator Javrrs. Will you let us know if you do, and if you do not, 
could you forward the proposal to the committee. It may be that 
some other committee of Congress might be interested in doing it, 
itself. 

Mr. McCatitum. Well, we will certainly consult with the committee 
about it ; yes. 

Senator Javrrs. Allright. Thank you. 

Now, the only other question I have, Mr. Chairman, is this: What 
is the antitrust law situation on these production and research and 
development pools, and how are you getting along in that regard? 
Do the antitrust laws interfere with what you think is the best inter- 
ests of small business, or what is happening? 
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Mr. McCautium. The act provides a waiver. 

Senator Javirs. I understand. 

Mr. McCatium. From the antitrust laws. 

Senator Javirs. I understand. Have you had any problems? 

Mr. McCatium. Not any so far. 

Senator Javirs. There was some talk about a series of meetin 
through the country in which the suggestion was made that I might 
participate, myself as well as other members, for the purpose of inter- 
esting small business in these production and research and develop- 
ment pools, and doing more work cooperatively in order to get some 
of the benefits of big business. 

Has anything happened on that ? 

Mr. McCatium. Mr. Hipkins. 

Mr. Hiextins. None have been held as yet, Senator. We have con- 
sulted with the various trade associations and with the association of 
trade associations. There are some 2,000 or 3,000 trade associations, 
as you know. We notified all of them that we will be ready, willing, 
and able to help them with this problem, and would conduct any meet- 
ing that they care to have conducted. 

As of this moment, we have not received any request for these 
meetings. 

Senator Javirs. Would you say the SBA. is engaged in any intensive 
promotion of this idea of production ? 

Mr. Hirxtrns. Of pools? 

Senator Javits. Yes, of pools. 

Mr. Hiextns. I would certainly say we have publicized the subject 
very considerably and extensively ; yes, sir. 

Senator Javits. Do you think anything is liable to happen unless 
you go out and actually move it yourself, Gone from what one sees, 
the results have been quite meager ? 

Mr. Hirxtns. We have not had any great show of interest in it; 
no, sir. 

Senator Javits. No? 

Mr. Hiextns. There are a number of problems inherent in a pool of 
10 separate individuals who have separate and different ideas as to 
how best these should be conducted. 

Senator Javrrs. Does the SBA have any blueprint for a pool that 
you could offer as a way in which this can be done, based upon 
your pilot-plant experience 4 

Mr. Hirkrns. As to how a pool can be set up ? 

Senator Javirs. Yes, sir. 

Mr. Hirexins. Yes, sir. 

Senator Javirs. You make that available ? 

Mr. Hrekrys. Yes, sir. 

Senator Javirs. Have all the trade associations been advised of 
that ¢ 

Mr. Hipxins. Yes, sir. 

Senator Javirs. And there is still no fundamental interest ? 

Mr. Hirexrys. I would say there certainly has been no great interest 
in it. 

Senator Javirs. Do you believe, Mr. Administrator, if small busi- 
ness did form more pools that they could get more of the defense 
business ? 
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Mr. McCatium. Well, I frankly am not sure that they would. 
The problems of getting agreement on a manager and on the co- 
ordination of bidding, and keeping their costs within a reasonable 
figure to enable them to compete, are difficult to solve when the pool 
gets 8 or 10 concerns in it. 

I think a great deal depends upon the skill and persuasive ability 
of the poo] manager. He must have capability. He is the key man 
in the situation. 

Senator Javirs. So you think the availability of managerial per- 
sonnel, from the practical point of view, is probably the limiting 
factor ¢ 

Mr. McCatium. I do, sir. 

Senator Javirs. What do you think about the possibility of small 
business mergers, in view of the fact that this cannot be done on an 
ad hoc basis effectively? Is it necessary, in your opinion, to upgrade 
all of American small business into larger units? For example, Gen- 
eral Motors now does $5 billion worth of gross a year. Ten years ago, 
I am not aware of its figure, but I would hazard a guess that it was 
not doing half that. 

Now question: Is it necessary now to look to begin to merge small 
businesses so as to upgrade them in proportion, and not keep them 
forever so small that more and more they fade out of competition ? 

Mr. McCauium. Well, we are not particularly in favor of mergers, 
Senator, over at the Small Business Administration, but this is a 
problem which we get into in our size, in dealing with the size of 
firms we assist. 

And there are some indications in some industries that in order for 
what are today the smallest units to adequately compete, they must 
change their organization, their sales approach, their marketing 
techniques, etc. 

In the light of the statute as it stands, what we would be doing 
would be extending assistance to so-called middle business and here 
you get into the problem of relative size, and the decision would have 
to be made whether by assisting this class to compete with the “bigs,” 
you are, in effect, acting more and more to the detriment of the very 
small. 

Senator Javits. Well now, do you have any studies going on as to 
what are the optimum and minimal sizes of small business in various 
fields of endeavor ? 

Mr. McCatium. Well, we have size standards; yes, sir, and they 
vary depending upon our particular programs. 

Senator Javirs. I do not think that was quite my question. What 
I am really trying to find out is: What are you trying to find 
out about what is an optimum and a minimal size for small business 
in different fields? And, in order to give the Congress some guidance 
of what may have to be an adjustment in the law, for example, I as- 
sume you would not say that a business with a $100,000 capital— 
which could very properly be in some metalworking enterprise— 
would be adequate for the automobile manufacturing business. 

Mr. McCatium. Well, in answer to your question, Senator, we have 
not conducted any studies of this matter. We take the figures as they 
are, and as they come to us from the Bureau of the Census, and then 
analyze them from a size standpoint and attempt to— 
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Mr. Sruurs. If I might interject, Senator Javits, one of their 1959 
grants for this research program went to the University of Chicago 
and the title of their research is “Studies in the Economics of Firm 
Size.” I think that is the sort of thing that this committee and its 
members need in order to determine if it is really helping those who 
are doomed to failure, anyhow, because they are just too small to 
compete effectively. 

Senator Javirs. Mr. Chairman, may I suggest, I think it would be 
very constructive if our staff, for which I have, incidentally, only 
the highest praise, might have a look at these grants to see whether 
they would also produce information which we could use and perhaps 
that could be very helpful to the Administration as well as very help- 
ful to us? 

Thank you, Mr. Chairman. 

The CuarrMan. You will do that? 

Mr. Srutts. Yes, sir. 

Mr. Messick. In this connection, Mr. Chairman, could we ask Mr, 
McCallum what plans SBA has for publicizing and utilizing the in- 
formation obtained under these grants ? 

Mr. McCatium. Well, we will receive these projects and I am sure 
they will be excellent, but we believe they will necessarily need to be 
edited and oriented particularly to the needs of the small business- 
man. We are considering summaries of these and also editing them 
so that they will be written in simple concise language avoiding tech- 
nical terms. 

Mr. Messick. The 1961 budget contemplates use of employees for 
editing and preparing the information for publication; is that true? 

Mr. McCatuium. Our request contained—our budget contained a 
request for such personnel ; yes. 

Mr. Messick. And it will be made available under some system to 
smal] businesses all over the country ? 

Mr. McCativum. Yes. 

Mr. Messick. Thank you. 

The Cuarrman. Mr. Stults, any questions ? 

Mr. Strutts. Mr. McCallum, two points on your new bill: You talk 
about section 10(b) of the Small Business Act which provides that 
you shall make a report to the President, the President of the Senate 
and the Speaker of the House every 6 months on the amount of funds 
appropriated to the Administration. Now, this is pretty straightfor- 
ward, an easy thing, is it not? 

I have a 2-page document here that you submitted to Senator 
Sparkman on February 27, 1960, covering the funds expended by SBA 
from July 1 through December 31. Mr. Hanna can draw that up in 15 
minutes from your own running report, can he not ? 

Mr. McCauium. Well, let us ask Mr. Hanna. 

Mr. Hanna says it is somewhat more than a 15-minute job, but it 1s 
not an undue burden. 

Mr. Struuts. It is not insurmountable. 

You do give those reports, as controller of the agency, to the Ad- 
ministrator periodically anyhow, do you not, Mr. Hanna? 

Mr. Hanna. Not in the detail that is shown here by a subbreak- 
down. It is a combination of statistics actually and accounting rec 
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ords, and it is not too difficult to obtain, but again it is an added 
burden. 

Mr. Sruuts. Secondly, Mr. McCallum, you propose that there 
shall be only an annual report rather than semiannual. You propose 
that it shall be filed on June 30 of each year. If you have a time lag 
of some 10 weeks, as you have had for your ‘semiannual reports, that 
means that it will be available to the Congress in mid- September or 
the first of October. By then, 99 percent of the time Congress is out 
of session. By the time Congress is back and prepared to consider 
the work of the SBA, the records are pretty cold. I wonder why you 
made the proposal June 30 of each year rather than December 31/ 

Mr. McCauuum. I think, Mr. Stults, I think it was to enable us 
to cover a fiscal year’s operation. In other words, that would cover 
1 fiscal year, and all of our financial statistics and records are kept 
on that basis. I believe that is the reason. 

Mr. Sruurs. You would grant, however, that there would be great 
advantages for Congress to get that report while Congress is in ses- 
sion and, presumably, considering legislation and your appropria- 
tion ? 

Mr. McCatium. Yes, I think so. 

Mr. Sruurs. And for the Appropriations Committee and for the 
Bureau of the Budget, you have to have those reports anyhow, al- 
though perhaps not written in the same prose. 

Mr. McCautum. Yes, we have to furnish reports. 

Mr. Sruurs. So that, I should think that the legislative commit- 
tees of the Senate and the House of Representatives should consider 
whether June 30 is the most appropriate date for the annual report. 

Mr. McCatium. Well, let me just say this, Mr. Stults: We would 
have no objection to a December 31 date, but I have not had an oppor- 
tunity to discuss this with Mr. Hanna to know what some of our 
problems might be. Certainly, if it can be worked out, it is a better 
vag date, for the reasons you state. 

r, Srours. I notice you have monthly reports on contracts, on 
procurement set-asides—— 

Mr. McCatium. Yes. 

Mr. Sruutrs (continuing). On COC’s, on your business loans, dis- 
whee loans. So, you could add up 12 of those any time; could you 
not 

Mr. McCatium. Yes. 

Mr. Stutrs. Whether it is December or June? 

Mr. McCatium. I would think so; yes. 

Mr. Sruuts. Every year now since 1953, the members of this com- 
mittee have checked with you about the operation of the Loan Policy 
Board of the Small Business Administration. Are you currently hav- 
ing any problems with them? 

Mr. McCativum. No, sir. I think that they have been most coop- 
erative and helpful. We have no problems. 

Mr. Struts. So, we may assume that if there are any policies with 
reference to your lending programs, these are policies which you 100 
percent agree with and “back 100 percent. We may ask you about 
them rather than assigning the blame to the Loan Policy Board? 

Mr. McCatium. Well, I am not quite sure I understand your ques- 
tion, but I do agree with the decisions which have been made; yes. 
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Mr. Sruurs. Thank you. Mr. Chairman, that is all. 

The Cuairman. We have with us also Mrs. Catherine Guyon, legis- 
lative assistant to Senator Scott; Mr. Allen Lesser, legislative assistant 
to Senator Javits; Mr. John Calhoun, legislative assistant to Sena- 
tor Prouty; and earlier we had Mr. James Philip Cowley, administra- 
tive assistant to Senator Moss. 

Mrs. Guyon, would you have any questions? 

Mrs. Guyon. I wanted to associate Senator Scott with the comments 
made by Senator Javits in connection with the impact of imports upon 
small business. Pennsylvania, of course, is as highly industrialized 
as the State of New York, and we have the same kind of problem. 
I think we communicated recently with the staff in the hope we might 
be able to get some committee or subcommittee hearings on this par- 
ticular problem. 

We all know that reference to the Tariff Commission is not goin 
to do the job for the smal] business people. I can think of probably 
50 instances where they have appealed for section 7 relief, even being 
granted it, and then no tariff or quota imposition resulting at the ex- 
ecutive level, and these are problems that Senator Scott would like 
to have the committee go into. 

I can think of probably 25 or 50 smaller companies in the State of 
Pennsylvania most directly and seriously affected. If we could have 
some help in that direction, I think it would be greatly appreciated. 

The Cuarrman. Thank you. 

Mr. Calhoun ? 

Mr. CatHoun. No, thank you, Mr. Chairman. 

The Cuatrman. Mr. Lesser, I do not suppose you want to add to 
what Senator Javits has said. 

Mr. Messick ? 

Mr. Messick. In regard to the various counseling programs—fi- 
nancial counseling and technical assistance: Could you estimate for 
us—I know it is in two departments, two divisions—but could you 
estimate for the committee the approximate percentage of your budget 
devoted to this type of assistance ? 

Mr. McCatium. I do not know that I could furnish that to you. 
We have a number of counseling cases reported monthly, I think in 
both the financial assistance program and in Dr, White’s program, 
and as to whether we could furnish you with a percentage figure, I 
would ask your permission to look it over, and if we can, we would 
be glad to supply it to the committee. 

Mr. Messick. The question was directed because of the extensive 
interest indicated by committee members at the committee’s executive 
session. All of the members were very strongly interested in the 
counseling assistance of SBA, and they felt it should be emphasized, 
not at the expense of other programs, but it is vital and should be 
utilized to the maximum possible extent. 

Mr. McCatuium. Well, we do have statistics on a number of cases 
monthly and in all programs. That is, Mr. Hipkins’ programs, and 
Mr. Buck’s, and Dr. White’s. As to whether we could give you a 
percentage figure, I am not certain. 
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(The information referred to was subsequently received, and fol- 
lows:) 


In response to the committee’s observation in regard to various counseling and 
assistance programs of SBA and the approximate percentage of SBA’s budget 
devoted to counseling programs, the following table is a compilation of the num- 
ber of cases that involve, in varying degrees, counseling as reported in connection 
with financial, management and research, and procurement and technical assist- 
ance programs. In developing statistics, as a practical matter, it would be very 
difficult without expending prohibitive clerical time, to separate the man-hours 
spent entirely on the counseling portion of a case. 


First 7 months fiscal year 1960 counseling cases 


Program (field offices) Number 
TT WC” COIN ng ha a i icsaenntek 5, 445 
a GURUS MOUECUR ONC CU nine co esteem as oyenenap seeping ede eemmntnytnepenaheetn tines 1, 753 
NNN ON Do I Ta oc eave venting epic nseice ah mie 2, 059 
ED OI A ad siclatetint oil dos cee eh drenshoc iglebincetlen obeaapiiieidperel 973 
IE) AGREED en en ae ahem us deion 15, 000 
rie MeImOd WIRCONlTACUOI oon oe cecenneno nea warenneis 691 
Engineering and production counseling to firms having loans_____--_~~~ 280 
Management and research assistance cases (Washington and field) *____ 6, 600 
a ona ds dnaniin es ae tle 3, 070 


1fstimated. For SBA reporting requirements, statistics concerning procurement assist- 
ance are how grouped together. This estimate is based on data maintained for fiscal years 
1957 and 1958 when these statistics were maintained separately. 

2All program counseling and related program operations are decentralized to field 


offices except for management and research assistance. 

SBA statistics reflecting advice and counseling are given in the agency’s work 
measurement report. In developing the work measurement statistics, we have 
taken recognition of the counseling aspects that are implicit in each of the 
agency’s action programs. Our definitions of work measurement repeatedly em- 
phasize that aspect of the job that requires giving advice and counsel to small 
business concerns with respect to their many problems in each program area. 

The cases of counseling reported in our management and research assistance 
activities include counseling through distribution of management publications; 
administrative management courses; management counseling and conferences; 
management-customer relations; and management research and grants. Ex- 
amples of management counseling include advice to prospective enterprises seek- 
ing career opportunities ; individuals on selecting and starting a new business; 
and established proprietors wanting assistance on a personal basis. 

With respect to the counsel of individual business concerns that arises in con- 
nection with their problems of a financial, investment, or procurement and tech- 
nical nature, the agency provides professional quality advice and guidance, and 
those particular programs are predicated on fulfilling such needs. 

Counseling is an all-inclusive word. The term “management counseling” like- 
wise is all-inclusive. For the purposes of the Office of Management and Research 
Assistance, this type of counseling is defined to include counseling concerning 
business administration, marketing functions of manufacturers, management 
functions of wholesale, retail and service firms, except financing, and counseling 
with prospective and new business owners. It does not concern counseling with 
established firms on financial, procurement, production, and products assistance 
problems. 

Menagerinl counseling, the providing of managerial and technical aids, the 
use of correct management techniques, is inherent in each of the major programs 
of SBA assistance, which involve financial, investment, legal, production, tech- 
nical, research and development, and procurement assistance. This involves 
case assistance in regard to individual small business concerns and the ageney’s 
case reports would, in many instances, reflect the specific facet of managerial 
counseling involved. 

‘ sreeeratons of this type of aid and guidance to a small business concern 
ollow : 

(1) An SBA financial specialist noted in connection with discussing various 
financial conditions pertaining to the loan, that the accounting system and its 
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administration supervision ought to be corrected in order to obtain prudent 
management in this particular field. The corrective measures were adopted. 

(2) An engineering industrial type survey of a company operation was made 
1 year after a loan had been approved and disbursed. This assistance was pro- 
vided in view of the fact the company was in default on loan repayment and 
faced with the possibility of foreclosure. The technical evaluation covered such 
points as suitability of the plant and equipment, new machinery needed, produc- 
tive capacity and production scheduling, competitive factors, and sales area. The 
SBA specialist spent 2 days with the borrower in discussing changes and jp 
synchronizing plant operations and equipment for a more efficient operation in 
turning out the plant’s end product. Plans discussed with plant management 
and related subjects were carried out by the borrower. SBA deferred loan re 
payment for several months and today this small business firm has an effi- 
cient operating plant with loan repayments current. 

(3) A small steel company, faced with the problem of reducing employment 
because of a decreasing backlog of work orders, requested the SBA to help 
them in obtaining Government work. The company was given the names and 
addresses of Government contracting officials in its trade area that purchased 
products which the small firm could manufacture, and advised how to make 
effective contacts. In addition, SBA specialists visited the firm’s plant to study 
its manufacturing potential and review this factor with the management of the 
company for purposes of referring suitable opportunities to bid to the com- 
pany. A procurement for a steel barge was referred to the company, which bid 
and was awarded.-a contract amounting to $85,000. This work carried the small 
concern through a temporarily depressed period. 

(4) A small firm was encouraged to seek Government prime contracts after 
attending a procurement seminar held by an SBA regional office. The firm bid 
on a procurement for bomb handling equipment which had been set-aside for 
small business firms. The SBA assisted the firm through the bidding stage and 
in preparation for the facility inspection team when it developed that the firm 
was low bidder. As a result, a contract valued at $2,300,000 was awarded to 
the firm. The SBA then held a subcontractors meeting with officials of the firm, 
to which only small business firms were invited to participate. Fifteen small 
firms will now shre in the benefits of this $2,300,000 contract. 

(5) One case of counseling which involved managerial factors in many phases 
was in connection with a wall panel manufacturer and a general contractor 
constructing three buildings for the Government. Directly involved in a con- 
troversy concerning this matter were the general contractor’s engineer, the 
Government inspector on the job, and the panel manufacturer. The problem was 
whether the panels met specifications and the demand of the panel manufacturer 
to be paid immediately for at least those panels already erected. The panel 
manufacturer desired this agency in intercede with the Government inspector 
to require the general contractor to pay for panels already erected. We counseled 
him that such an approach would be fruitless because the inspector was the 
party refusing to accept the panels and was holding the general contractor re- 
sponsible for the deficiencies. We further counseled the panel manufacturer 
that it was his responsibility to prove to the general contractor that the panels 
did meet specifications. At this point we advised this subcontractor that the 
longer he remained at odds with the general contractor, the more he was 
jeopardizing his chances to furnish the panels for a third building not yet 
started. (The company was getting so much adverse publicity from this one 
subcontract that it was actually jeopardizing the good name of the panel 
manufacturer with his established customers.) In helping the panel manu- 
factyrer to keep abreast of the situation, it was learned that he would soon 
be liable for liquidated damages for delaying construction. SBA advised him 
to sit down with representstives of the general contractor and, with legal 
assistance, work out his differences in a businesslike manner. That action is 
now taking place. 

(6) A small company engaged in the manufacture of wood doors and other 
specialties approached the ageney for assistance in bringing production ensts 
down to a level that would enable them to be in a better competitive position, 
A field production specialist, using professional standards, made cost studies 
which showed that the instalation of some S95 000 of new enninment and a 
rearrangement of existing equipment could he expected to reduce direct lahor 
costs by over one-half. The specialist then assisted in the selection of machinery 
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and making a new plant layout. Cost determinations were made for each 
production operation and various assumed rates of production, and an optimum 
production rate was established which was calculated to bring the company’s 
costs into line, making them fully competitive with other suppliers. The counsel- 
ing on this production assistance case was very extensive, covering technical 
aspects, cost systems, sales and discount practices, inventory, space, the develop- 
ment of employees and supervisors, scheduling, pricing, and general planning. 
The company wrote “* * * he has been able, after analysis, to come up with a 
plan of operation which is both revolutionary and profitable. According to his 
cost studies which, he indicates, are conservative, our direct labor would be 
reduced to 46 percent of the present cost. This calls for new machinery and 
equipment, however. Being less than 5 years old in a new industry, we do not 
feel that we have the technical knowledge necessary to the execution of this 
plan. Consequently, we urgently request that you * * * see this program through 
to the completion of the project. We endorse enthusiastically the program of 
the Small Business Administration in lending technical assistance to small 
businesses like ourselves. In fact, because of competition and cost conditions 
today, we feel that this is about the only way a new business within the scope 
of the SBA can be given an equal chance with large enterprises to survive and 
prosper.” The requested technical assistance is currently being furnished to this 
company and the plan, as suggested by SBA, is being put into effect. 

The CHairMan. Well, thank you very much, Mr. McCallum, and 
your associates. We are very glad to have you with us, and have this 
presentat ion. 

Mr. George Burger. Mr. Burger, will you come around ? 

Mr. McCatxium. Thank you very much, Senator, and members of 
the committee. 

Mr. Stuuts. Mr. Chairman, I wonder if the staff members of the 
committee might have permission to direct inquiries to the Small 
Business Administration and have the answers put in the record? 

The Cruarrman. Yes; I forgot to mention that. As we go through, 
Mr. McCallum, other questions ae arise, and it will be done. With- 
out objection, questions may be submitted to you for written answer. 

Mr. McCativum. That is perfectly agreeable, Senator. 

The Cuatrman. Mr. Burger, we are glad to have you, sir, and we 
would like to hear from you. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D.C. 


Mr. Burcer. Thank you, Mr. Chairman. I am George J. Burger, 
vice president in charge of legislative activities, National Federation 
of Independent Business, 740-742 Washington Building, Washing- 
ton. D.C. 

We are a national organization composed exclusively of small, in- 
dependent business and professional people. We have the largest di- 
rectly supporting membership of any business organization in our 
country. We have membership representation in Federation chapters 
in almost all of the Nation’s congressional districts, including Siac 
and Hawaii. 

Tam also more than pleased to advise the committee that during the 
past year or so our membership has shown a consistent. increase, na- 
tionwide. 





1See app. III, p. 79. 
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From the first moment that the Congress established the Small 
Business Administration in 1953, shortly thereafter, at the direction 
of our head office, I personally conferred with regional offices of SBA 
in certain major cities throughout the Nation, 

In one of these conferences—in the Kansas City regional office— 
it developed at that time there were some serious misinterpretations 
of the administration of the Small Business Administration Act, and 
upon my return to the Washington office, I arranged for a conference 
with the then Administrator. 

Due to this conference, the facts developed called for a second con- 
ference, a few days later, with Treasury, Commerce, and SBA offi- 
cials. The record will show that due to these joint conferences the 
regulations affecting the administration of the act were changed, re- 
sulting in all small business being able to enjoy benefits under the 
Small Business Administration Act, as Congress originally intended, 

From that point on, Mr. Chairman, following the instructions of 
our head office, similar visits were made nationwide by me, con- 
ferring with the regional directors in many areas throughout the 
Nation. 

At this point it is to be noted that during my appearance before 
the House Banking Committee, May 9, 1958, Congressman Patman, 
chairman of the House Small Business Committee, and third ranking 
majority member of the House Banking Committee, made this ob- 
servation : 

Are you going to cover the entire country with similar surveys? I wish you 
would, because it would be very interesting and revealing. 

In that 1958 visit, Mr. Chairman, I visited the regional offices in 
Cleveland—— 

The Cuatrman. Mr. Burger, when you read that, you said 1959 
first ; you mean 1958, do you not? 

Mr. Burcer. Exactly. 

The Cuarrman. It is blurred in the copy here. 

Mr. Burcer. I notice mine is blurred, too. 

The Cuarrman. Yes. 

Mr. Burcer. In the 1958 visit, I conferred with regional directors 
in Cleveland, Chicago, Minneapolis, Kansas City, Seattle, Portland, 
San Francisco, Los Angeles, Dallas, New Orleans, and Atlanta. 

Then again in 1959 I conferred with regional offices in the follow- 
ing cities: San Francisco, Portland, Seattle, Minneapolis, Detroit, 
and Cleveland, such visits taking place in October-November 1959. 

Prior to my conferences, I submitted a memorandum to the various 
regional directors asking them to compile the information on the 
following questions, and that the answers be ready during the time of 
my conference with them: 

1. What has been their experience in the issuance of certificates of 
competency ? 

(a) Is the Army, Navy, and Air Force cooperating in the COC 
program ? 

(b) How successful have the small business concerns been in the 
completion of awards received under COC’s? 

2. What is their experience of small business concerns receiving 
subcontracts in the weapons system ? 
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3. Do they find that small business has difficulties in getting the 
names placed on qualified manufacturers’ lists, and on qualified bid- 
= lists ? 

. Do they believe that there should be a unified code of regula- 
ce for procurement in the civilian procurement field by General 
Services Administration and in the defense procurement field by the 
Department of Defense ? 

Let it be understood for the record that exceptional consideration 
and cooperation was extended to me by the regional directors in the 

various visits, the fullest cooperation extended, and in each instance 
these conferences lasted many hours. In fact, Mr. Chairman, in 
Detroit it lasted all day. 

During my visit in the San Francisco regional office, at the re- 
quest of that office, they had a visit from a delegation of industrialists 
from Japan, I would say business represent: tives of a dozen or more 
from Japan—so being in the San Francisco area at that time, they 
requested that I address that group, giving them the information on 
the Small Business Administration and the overall problems facing 
small business in our economy. I must say it was a very delightful 
experience. 

Mr. Chairman, I will not take the time to include in this statement 
the complete answers furnished to me to the questions enumerated 
above, but my files will be available to the staff to review on the com- 
plete answers. Therefore, I will highspot what might be considered 
the overall of these visits, to some degree. 

It is to be noted that as to the overall on question No. 1, I might 
state the answer would be: “The question sometimes comes to mind 
as to whether or not the military procurement agencies are notifying 
Small Business Administration in all instances where COC proce- 
dure should be instituted.” 

The summarized answer to question No. 2 would be: “It has been 
the experience of this regional office that large prime contractors of 
the Government have the tendency to hold on to all work possible 
which can be performed in their own plants.” 

Some report large contractors will not subcontract to small busi- 
ness when their own facilities are operating below capacity. They 
will offer subcontract opportunities to small “business only when they 
are operating at full capacity or when certain components may have 
a nuisance value which would make them prefer to subcontract such 
items. 

It is to be noted in many of these conferences that I attended, as 
they report, the recent hearings of the Senate Small Business Com- 
mittee, and the House, have caused some concern among the large 
prime contractors. 

On question No. 3, the summarized answer, as they report, is “Many 
small business concerns have difficulty in getting their names placed 
on qualified manufacturers’ lists and bidders’ lists.” 

On question No. 4: “We firmly believe that there should be a uniform 
‘bid form’ used by both military and civilian procurement agencies of 
the Government.” 

In one of the conferences the comment was made as to the neces- 
sity of decentralization in the operation of the Small Business Ad- 











42 


SMALL BUSINESS ADMINISTRATION—1960 


ministration. In other words, the comment was: “More power in 
operation of the agency at the local level.” 

At this point I want to compliment Senator Javits for bringing 
in that subject matter on the imports of foreign merchandise and its 
effect on our economy, because only yesterday I received a similar com- 
munication from small business in the State of Arkansas, and, in my 
opinion, the Small Business Administration should take a more direct 
and positive stand in bringing some relief in that situation. 

Also, a comment was made that, I believe, lias considerable merit: 
that SBA in Washington should take a more direct stand on many 
economic problems helpful to small business, and it is interesting to 
note that when I received that suggestion I then discussed this subject 
in other visits with SBA officials and I might state that there was a 
concurrence in the recommendation. 

It would be my belief that, when legislation is introduced to aid 
small business—that is, where it has been the practice of many con- 
gressional committees to send such legislation to the Department of 
Justice, the Federal Trade Commission, and the Department of Com- 
merce for their views—that same action should be taken on such legis- 
lation in requesting the views of the Small Business Administration, 
I believe that is something that the committee should take under 
consideration. 

It was my observation in my visits in 1959, in these many confer. 
ences, that there was increased activity of the personnel in carrying 
out the original intent of the Congress. 

In some of the conferences it was brought out about the complaints 
they were receiving from small business as to the operation of post 
exchanges, ships’ stores, and commissaries. In some areas demands 
were being made on the SBA for some corrective action to be taken 
by the Government. 

We believe that is a subject, Mr. Chairman, that in view we are 
talking about the Capital of the United States, that SBA should look 
into because it is not decreasing the situation but increasing, a very un- 
fair competitive condition with many worthwhile business institutions 
throughout the Nation. 

We believe this is a subject matter that should be developed by the 
Senate Small Business Committee in cooperation with the Small Busi- 
ness Administration. The expanded operations of these activities in 
the continental United States may be found to be going beyond the 
original] intent of the Congress when they were established. 

Mr. Chairman, I made it my business, in these interviews, to check 
closely into the number of loan applications being received by the vari- 
ous regional offices. In most instances the reports were that there was 
a declining number of applications. It would strike me that this isa 
healthy situation, and it was remarked in many of the visits that if the 
trend continued, the appropriations to SBA on loans would be ade- 
quate unless there was a sudden upward surge in applications. 

It is significant to note that in one conference, an Army specialist 
for small business was present, and he remarked that in his opinion 
small business lacked managerial ability to carry out a Government 
contract. 

I, in no uncertain terms, answered that charge most definitely and, 
Mr. Chairman, this leads me up to a recommendation that should be 
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considered for the overall good of the Smal] Business Administration, 
and in most conferences there was concurrence as to the recommenda- 
tion, namely, that the small business specialists in the armed services 
should be placed in the exclusive employ of the Small Business Admin- 
istration. 

It is significant and important to note that in one comment made 
by an SBA official, he concurred with this, with the exception that 
before they were transferred to SBA employment a close screening 
should be made of these small business specialists. 

I think that recommendation should be considered for the over- 
all good of SBA in its help te small business, 

It is our opinion that up to this point, during its short existence—7 
years in June—that the Small Business Administration has served a 
most essential need for small business, particularly as to financial aid 
for small business. It is our understanding approximately mn, 000—I 
guess it is 1,000 wrong, Mr. Chairman, it is 19,000, all 
businesses have been able to save themselves through the “ta of SB A, 
and it would appear to me, from my many conferences, that banks are 
taking a more cooperative attitude with SBA in participating loans. 

Critici ism reaches us every now and then, and, no doubt, also reaches 
Members of Congress, as to delay experienced in processing loan appli- 
cations. Where these are reported to us, giving us the facts, we im- 
mediately take appropriate action either in our personal visits with 
regional offices or through communication. In the majority of cases 
we find that the responsibility does not rest with the agency, but, on the 
other hand, through the failure of the applicant, directly or indi- 
rectly, to furnish complete, required information to SBA at the time 
of the original filing. 

It is our hope and trust that the report I am making will be helpful 
to the committee, and that the committee will follow through on the 
findings and recommendations. 

We try to present to the committee a fair and impartial view of our 
observations due to these many conferences in the various regions of 
SBA during the lifé of the agency. 

That completes my statement, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Burger. We are very glad to have 
your views and particularly the story of your visits to and interviews 
in these various regional offices. 

Senator Williams, any questions? 

Senator Winntams. Mr. Chairman, first a comment. I believe Mr. 
Burger should be commended for this vigilance that has carried him 
through much of the country. 

I wondered if your National Federation of Independent Business 
is active in the eastern part of the country, in the State of New Jersey, 
and others ? 

Mr. Burcer. I am glad Senator Williams asked that, because we 
have a very substantial number of members in the federation, running 
into the thousands, in the State of New Jersey. 

Senator WiiuiaMs. I am delighted to hear that. 

Mr. Bureer. I think I could start to name the Congressmen. I 
think we have a very substantial membership in the Trenton, N.J., 
area, Congressman Thompson, and that. would go all through the 
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whole State of New Jersey, which I was acquainted with as a boy 
outside of Jersey City; so I knew the towns and cities. I could say 
truthfully, running into many thousands of members. 

Senator Witxi1ams. In connection with your legislative activity, 
Mr. Burger, do you have any program of your member ship advi ising 
Members of C ongress of their views on specific issues ? 

Mr. Burcer. Every month, as the staff of the committee knows, and 
which has been going on to my knowledge for 15 years, it has been. 
We poll our members, giving them the legislative bill. We also give 
to them the arguments for and against the ] proposition. In fact, in my 
appearance before the Senate Labor Committee about a year ago, 
Senator Kennedy, chairman of the committee, commended our fair. 
ness in presenting the questions to the members. 

Those members are polled. They vote the ballot, and the ballot in 
99 cases out of 100 goes back to the members of Congress in the House 
of Representatives. 

Senator Wiiu1aMs. This comes through in post-card form, does it 
not ? 

Mr. Burcer. No, sir; it comes in regular ballot form. 

Senator Wiii1aMs. Is it to this side of the Capitol ? 

Mr. Bureer. In 99 cases out of 100, Senator Williams, it goes to the 
members of the House. 


Senator WitiraMs. Is that because you associate greater importance 
t~o—— 


Mr. Burcer. No, except the fact—you are wrong, Senator Williams, 
in this respect. 

Senator Witirams. You figure we have the answers anyhov. 
[ Laughter. | 

Mr. Bureer. You bear in mind, in the State of New Jersey, or in 
the State of New York, in each congressional district we have a district 
chairman who is a member. In many of the large districts, congres- 
sional districts, we have more than 1, 5, or 10 district chairmen. Those 
ballots are sent to him and he, in turn—because in most instances there 
is a dual poll at times, as Senator Sparkman knows, on some of his 
bills where he is a cosponsor of a duplicate bill introduced in the House. 
That has been the procedure in most of the cases, Senator Williams, to 
send those ballots direct to the Members of the House. 

Mr. Srutts. It is true, after the tabulation comes out, you do send 
each Member of the Senate the national tabulation. 

Mr. Burcer. Exactly, Senator Williams. Asthe tabulation is made 
at the end of the month, each Member of the Senate gets that mandate, 
and the result of that poll, on those bills. Each Member of the Senate 
gets that, that is, the House and the Senate. 
~ Senator WirxiaMs. Well, thank you. I have no other questions, 
but would like to observe that I have not been a member here for very 
long. 

Mr. Burcer. Thank you for bringing it up. 

Senator Wi1aMs. But Mr. Stults advises me of your very long 
and illustrious career here in your work in Washington. 

Mr. Burcer. Thank you very much. 

Senator Sparkman, I think one observation I made on that 1959 
trip that I was very much encouraged 
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The CuatrmMan. I wonder, before you get away from this mandate, 
I may say that I sometimes get those ballots. 

Mr. Burcer. You have good members in your State. 

The Cuarrman. I wonder if you have ever had any slipups on your- 
self—like one person down in Birmingham placed an ad in the paper, 
a big ad, and there was something he was advocating up there, and 
for some reason he said, “Clip this out and send it to Senator Spark- 
man,” and gave them my address. 

Well, right underneath it was an ad for a girdle, so somebody clipped 
it out and sent it to me and said, “Please send me size so and so.” 
{Laughter. | 

So you had better keep your mandates straight. [Laughter. ] 

Mr. Burcer. Senator Sparkman, in my visit with the branch man- 
ager in New Orleans, I thought he made a very good observation as 
to an applicant walking into that office. He said he did not care 
how poor a business record that small business had, if he had been 
in business for any length of time, it was his job, if he believed it 
was the will of Congress, to try to assist that fellow to bring him in 
a position that he would be able to get his financial picture so set that 
he could qualify for a loan. 

I mention that because it would be my hope, and it has been our 
hope since 1958, that that human approach be made on the front end 
of SBA when an applicant comes in there for a loan, that they greet 
him in such a way, because I was in business myself in Metropolitan 
New York from 1909 to 1941. The best schooling you get in experience 
isto go through that experience. So as to make that human approach, 
and I do believe, since the Congress has set this agency up as a per- 
manent agency, there is a much more friendly attitude on that front 
end when the applicant is walking into that office. That is my ob- 
servation. 

The CHairmMan. Any questions? 

Mr. Sruuts. No questions, Mr. Chairman. 

Mr. Messick. No questions. 

The Cuarrman. Thank you very much, Mr. Burger. We certainly 
appreciate your presentation. 

Mr. Bureer. Thank you very much, sir. 

The Cuarrman. Dr. Windsor Arnold Hosmer, professor of business 
administration, Graduate School of Business Administration of Har- 
vard University, we are particularly pleased to have you here, sir, 
and we are pleased to have your testimony on the subject with which I 
understand you will deal—the question of the research grants program. 


STATEMENT OF WINDSOR ARNOLD HOSMER, PROFESSOR OF 
BUSINESS ADMINISTRATION, GRADUATE SCHOOL OF BUSINESS 
ADMINISTRATION, HARVARD UNIVERSITY, CAMBRIDGE, MASS. 


_ Mr. Hosmer. Thank you. It is a pleasure to appear before you, 
Senator. 

The CHarrMAN. Would you not like to be seated ? 

Mr. Hosmer. Yes, thank you. 

I might say that I am here as professor of business administration 
at the Harvard Business School. I also happen to be chairman of 
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the board of Richard D. Brew & Co., a firm with total personnel of 
some 140, and president of the Hosmer Machine & Lumber Co., a firm 
with a total personnel of 18. 

The Cuarrman. I see. I should think you would have your hands 
full. 

Mr. Hosmer. I do, Mr. Chairman. 

I only discovered recently that this State aid program, that the 
funds had not been provided for the State aid program, and I wish 
to express very definitely, Senator, to you, and to your committee, 
the hope that the amendment which you spoke of having introduced 
will prevail. 

When I discovered that, I wrote to Senator Saltonstall, and it isa 
letter to him which is before you. I should like to go over that and 
summarize it and 

The Cuamman. Would you like to have the letter printed in the 
record in full ? 

Mr. Hosmer. That is as you wish, Senator. 

The Carman. It is good, and I think it would be well to do it, 
because you make a very fine presentation of this program. That 
will be inserted in the record at the end of your remarks.! 

Mr. Hosmer. Thank you, Senator. 

The amount we are dealing with at this point is slightly over $2 
million, a substantial sum, but not great in relation to many expendi- 
tures. 

It has been my opinion from the beginning that this expenditure 
is possibly the most fruitful in terms of advantage received by all 
citizens per dollars spent among all the activities of the Small Busi- 
ness Administration, that is, per dollar spent—and I would like to 
emphasize all citizens and not solely small business—and one of the 
most fruitful for Federal expenditures, as a whole. 

Several considerations lead me to this conclusion: It results in ap- 
plying to the purpose at hand much more than the amount appro- 
priated. At most universities—I used the University of Massachu- 
setts, but one might use the University of Alabama or any other uni- 
versity—funds for research in business administration are limited. 
Yet many of the ablest members of the faculty have a keen desire for 
occasional periods devoted to research. This applies not only in busi- 
ness administration but in applied economics, the business aspects 
of forestry, agriculture, and such fields as physics, engineering schools, 
and so on. 

Senator, I should like to make this statement: It is perfectly pos- 
sible that the institution with which I am connected may in the 
future apply for research, but I am not here as a proponent of that. 
We have a research budget of rather considerable extent. I have 
had two young men working under me on research. I would wish that 
my remarks might be interpreted as devoted to the national interest 
as a whole. 

The several universities in the several States have undertaken the 
heavy expenditures necessary to have the men, the facilities, and the 
organization in being which can be applied to this purpose. 

When a project is approved and the grant of $40,000 for 1 year: is 
made to one of the institutions in the State, the large investment in 
men and facilities is made available as a basis and background for 
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this research. There is a multiplier effect. More in men and re- 
sources is made available than is covered by the $40,000 granted to the 
institution, and that is true throughout the institutions of the country. 

Now, we are accustomed to the idea that research in physical and 
biological sciences is a major reason for the productivity of our in- 
dustrial structure. Many people are not as familiar with the effects 
of research on a whole multitude of problems in business manage- 
ment, in finance, management and accounting, including cost account- 
ing, production, marketing, and the business side of product develop- 
ment. Yet, this type of research has been going on for 30 years or 
more with increasing effectiveness. Research in management has 
proved to be one of the major forces in our increase in productivity ; 
yet it has been developed primarily by and for large corporations. 

" That type of research can be developed and has been developed 
more in the interest of large corporations, and the emphasis which 
this program, the State-grant program, provides, is one of the import- 
ant features in developing it, from the small business point of view. 

It is difficult for small enterprises to do extensive research, espe- 
cially of the second type. The State-grant program is an opportunity 
to give assistance on a nonrigid and typically American basis. 

Now, for 75 years the trust problem has been a central feature of 
American life. It has been approached too exclusively from the point 
of view of repressing large units. This program represents a second 
and newer approach—helping small enterprises to do an even more 
effective job than at present of competing with large units. 

Now, I could, if time served, Mr. Chairman, give you case after 
ease. I will mention only one, in which a small business with total 
personnel of 60, has in an important field where the total market 
is some hundreds of millions, the only standard—the only inventory 
of standard items, and it is automated. It has competed with big 
corporations that have neither a standard inventory nor automation, 
and it is extremely profitable. 

At present the total personnel of small manufacturers is greater 
than that of our 50 largest industrial corporations. That is a fact 
not too generally known. 

Now, the best managed small manufacturing or the best managed 
smal] businesses, are a tremendous national resource. Among—well, 
it is natural for me to speak of manufacturing enterprises, small 
manufacturing enterprises because I teach a course in and do research 
in that field. Among our 300,000 small manufacturing enterprises, 
let us say, the leading 10,000, have shown operating results that match 
or surpass our largest corporations. They have worked out in the 
fire of competition management methods vitally needed among all 
small businesses, small manufacturing companies. 

One of the most interesting aspects of the problem is that it can be 
a means of recording these proven management methods and making 
them available for use more broadly among small businesses as a 
whole. 

Now, two characteristics of research are peculiarly important here. 
The process is cumulative. In this program the inquiries now under- 
way or recently completed—none of them, I believe, have been com- 
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pleted—give promise of being highly valuable, but, as in other re- 
search, the full effect is cumulative, and can be expected to increase in 
value over a term of years. 

That is true of all the research that General Electric ever did, or 
Westinghouse, or General Motors, or any large company. 

Second, the valuable effects tend to be cone centrated in a portion of 
the inquiries. One would expect this to be true of the program, al- 
though, as I go over the list, it seems to me that they give great 
promise of value. This program has been and is well administered, 
in my opinion. And I might expand that in this sense: In all of 
the agencies, be they universities, development associations, or oth- 
erwise, in spite of where the—well, among institutions where re- 
search funds are limited, and they always are limited, the existence 
of these funds is naturally of great interest to the ablest of the 
professors. And it is apparent in examining the list of studies al- 
ready underway that they are getting in contact with the small 
businesses on a case basis and finding their problems. 

Furthermore, these judgments—the plans are worked out not on 
any central agency but by institutions in each of the States where 
they are submitted. The plans are gone over, they are gone over 
with an advisory committee of businessmen, and that advisory com- 
mittee includes very able men. Then the decision is made by the 
Administrator of the agency. 

Now, the fact that it applies to each of the States is, in my opinion, 
an advantage. It serves as an incentive to creative thinking in 
small business in all of the 50 States. 

I come from a State where higher education is one of the major 
industries. It might, Mr. Chairman, I suppose, be expected that 
I might come here and argue for some other basis of distribution. 
I consider this basis of $40,000 per State very wise and concur in 
what you have said earlier on that point. 

My own work is in small manufacturing enterprises, and both on 
the academic side and in practice as an executive officer, I should like 
to express a very definite hope that the amendment you have intro- 
duced providing for the funds will prevail in the Congress. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you, Doctor. 

Senator Williams? 

Senator Winiiams. Mr. Chairman, one question. I wonder what 
the effect will be on the present research plans under the operating 
program of snuffing it out with the appropriations of this year! 
Will that mean that some of these studies will be stopped midway! 

Mr. Hosmer. Well, I do not think, Senator, that it is possible 
to get a program re lly rolling in much less than 3 or 4 years. 

Senator Witi1aMs. So, the net effect here would be quite waste- 
ful, would it not ? 

Mr. Hosmer. Exc eedingly wasteful, in my opinion. I think this 
program should continue. 

Senator Wiu1ams. In other words, past money would be wasted 
if the end product was not produced? Is it as simple as that, or is 
it not ? 
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Mr. Hosmer. Well, might I phrase it a little bit differently. I do 
not think past money is going to be wasted; no. You have got these 
studies which represent those of the first year, and those studies are 

roceeding toward completion. There are applications in for studies 
or which grants would be made, the funds becoming available as of, 
I think, July 1. Those will both be valuable. But it 1s, in my opinion, 
perfectly possible for this program which involves the cooperation 
of businessmen and those in academic life, and they will get together 
progressively more. Well, let’s take the top of the list, the University 
of Alabama, “The Structure of Small Business in Alabama.” 

The Cuarrman. Alabama is always at the top of the list. 
[Laughter. | 

The Cuarrman. Alaska tried to remove us by the correct spelling of 
Alaska being A-a-l-a-s-k-a. We would not let them get by with it. 

Mr. Hosmer. They are going to be in contact now. Professor 
Paustian is one of the ablest men on that faculty. They are going to be 
in contact with small business; that. study is going to be valuable. It 
is possible, in my opinion, Professor Williams, for this program 
developing 

Senator Witu1AaMs. I thank you for that “Professor.” [Laughter. | 
I hope the record will preserve it. 

Mr. Hosmer. It is possible, in my opinion, for this program to 
produce, to raise the competitive position of small business to a point 
where the added productivity will lead to an increase in Federal 
revenue much greater than the cost over a number of years. 

Senator Wiiutams. I just want to say, I think you bring a great 
impact to the effort here, our effort to continue this program, par- 
ticularly in view of the fact that your institution is not under the 
program and only might be some other time, and yours is a national 
interest rather than a personal interest. 

Mr. Hosmer. I should like to emphasize that I am here speaking for 
a national interest and not—although my institution may in the future 
apply. 

ae Wuuiams, Thank you. 

The Cuarrman. Any further questions ? 

Mr. Srutrs. Following through on Senator Williams’ question, 
the waste comes in because during this first year in almost every pro- 
gram there is inevitably a great deal of searching out basic research 
material ; is that not true ? 

Mr. Hosmer. Yes. 

Mr. Sruuts. This becomes easily available through the research 
undertaken by all 52 of the 1959 grantees and becomes a fund of 
information which can be built upon in succeeding years? Would 
you not agree, Professor ? 

Mr. Hosmer. It is. 

Mr. Struts. So that the waste would come in not utilizing immedi- 
ately while it is still relevant and correct that information on various 
small business problems ? 

Mr. Hosmer. That is true. 

Mr. Stutrs. On one separate point 

Mr. Hosmer. Might I add one further point, Mr. Stults? 

Mr. Srurts. Yes. 
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Mr. Hosmer. Let us consider the professors in one of these institu- 
tions, or in a State development commission ; they work out a program, 
some of them work out a program for 1 year and receive one of these 
grants. The ablest men in that institution the next year are going to be 
trying to figure out something that is so well conceived that it will be 
accepted for 

Mr. Srovts. For the further grant ? 

Mr. Hosmer. For the further grant. 

Mr. Sruuts. I noticed in your statement to the committee you said 
that you felt the division of the spoils, so to speak, among the various 
States, was a good idea. Would you not agree that even for those in- 
stitutions and development commissions which are not successful in 
receiving a grant, they have still spent a fair amount of time and effort 
in focusing their attention for that period of time on small business 
problems ? 

Mr. Hosmer. Yes; and many of them are going to find the funds to 
carry on their particular research from private sources. 

Mr. Srutts. If they got so wrapped up with it and are convinced 
of the value of it, they are going to find the funds privately to carry 
out that small business research ? 

Mr. Hosmer. Yes. 

Mr. Stouts. Thank you, Professor, very much. 

The Cuarrman. Anything further ? 

Thank you, Dr. Hosmer. We certainly appreciate your willingness 
to make this presentation to us. I think it will be helpful. 

Mr. Hosmer. Thank you. 

(The letter submitted by Mr. Hosmer follows:) 

HARVARD UNIVERSITY, 


GRADUATE ScHOOL OF BUSINESS ADMINISTRATION, 
Boston, Mass., March 18, 1960. 





Senator LEVERETT SALTONSTALL, 
Senate Office Building, 
Washington, D.C. 

DeAR SENATOR: I was surprised to discover recently that funds are not pro- 
vided under present appropriations for continuance of the State grant program 
within the Small Business Administration under section 602 of the Small Busi- 
ness Investment Act of 1958. Apparently, an amendment will be necessary if 
funds are to be made available. Is my information on these matters correct? 

The amount needed to maintain the program is $40,000 per State per year, or 
$2 million, plus administrative overhead which apparently, has been kept at a 
low figure. 

It has been my opinion from the beginning that this expenditure is possibly 
the most fruitful, in terms of the advantage received by all citizens per dollar 
spent, among all the activities of the Small Business Administration, and one of 
the most fruitful for Federal expenditures as a whole. 

Several considerations lead me to this conclusion : 

1. It results in applying to the purpose at hand much more than the amount 
appropriated. At most universities, the University of Massachusetts for in- 
stance, funds for research in business administration are limited. Yet many of 
the ablest members of the faculty have a keen desire for occasional periods de 
voted to research. This applies not only in business administration, but in 
applied economics and the business aspects of forestry, agriculture, and possibly 
such fields as physics. 

The several universities, again taking the University of Massachusetts as an 
example, have undertaken the heavy expenditures necessary to have the men, 
the facilities, and the organization in being, which can be applied to this purpose. 

When a project is approved and a grant of $40,000 for 1 year is made to one 
of the institutions in a State the large investment in men and facilities is made 


i 











itu- 
am, 
hese 
o be 
1 be 


Said 
10us 
> in- 
il in 
fort 
Ness 


1s to 


nced 
arry 


iF 
w 


960. 


t pro- 
ogram 
Busi- 
ary if 
rrect? 
ar, OF 
t ata 


»ssibly 
dollar 
one of 


mount 
for in- 
any of 
ds de- 
but in 
ossibly 


as an 
e men, 
ATpose. 
to one 
3 made 


a eer 


SMALL BUSINESS ADMINISTRATION—1960 51 


available as a basis and background for the research. There is a multiplier 
effect—more in men and resources is made available than is covered by the 
$40,000 granted to the institution. 

2. This is a peculiarly American type of effort: The projects are developed 
and proposed by many men in many institutions. The total effect over a term 
of years will represent the free creative thinking of a large number of able and 
devoted men. 

3. We are accustomed to the idea that research in the physical and biological 
sciences is a major reason for the productivity of our industrial structure. 

Many people are not as familiar with the effects of research on a whole mul- 
titude of problems in business management—in finance, management accounting, 
including cost accounting, production, marketing, and the business side of product 
development. Yet this type of research has been going on for 30 years or more, 
with increasing effectiveness. Research in management has proved to be one 
of the major forces in our increase in productivity. Yet it has been developed 
primarily by and for large corporations. 

4. It is difficult for small enterprises to do extensive research, especially of the 
second type. The State grant program is an opportunity to give assistance on a 
nonrigid and typically American basis. 

5. For 75 years the “trust problem” has been a central feature of American 
life. It has been approached too exclusively from the point of view of repressing 
large units. This program represents a second and newer approach—helping 
small enterprises to do an even more effective job than at present of competing 
with large units. 

6. At present the total personnel of small manufacturers is greater than that 
of our 50 largest industrial corporations. 

The 10 percent of small businesses with the best management are a tremen- 
dously valuable national resource. In operating results they match or surpass 
our largest corporation. They have worked out in the fire of competition man- 
agement methods vitally needed among other small firms. 

One of the most intriguing aspects of the program is that it can be a means 
of recording these proven management methods and making them available for 
use more broadly among small businesses as a whole. 

6. Two characteristics of research are important here: The process is cu- 
mulative. In this program the inquiries now underway or recently completed 
give promise of being highly valuable. But as in other research, the full effect 
is cumulative and can be expected to increase in value over a term of years. 

Second, the valuable effects tend to be concentrated in a portion of the in- 
quiries. One would expect this to be true of the program, as it has been for 
many years, for instance, in the research of the General Electric Co. 

7. This program has been, and is, well administered. 

8. The fact that it applies to each of the States is an advantage. It serves as 
an incentive to creative thinking on small business in all of the 50 States. 

9. In my opinion, this program can increase national productivity to a degree 
that will increase the Federal revenue more than the amount of the expenditure 
required, and probably many times that expenditure. 

My own work is in small manufacturing enterprises. I may have a prejudice, 
but I also know a great many small businesses and the men carrying respon- 
sibility in these businesses. In my opinion, this nationwide program is valuable 
to these businesses now and will become cumulatively more valuable in the 
future. I appraise it not only as a professor, but as chairman of the board of 
Richard D. Drew & Co. and president of the Hosmer Machine & Lumber Co. 

This is one of the most fruitful and productive programs of the Federal Gov- 
ernment. May I express a hope that the requisite action will be taken for the 
continuance of the program in full vigor. 

Very truly yours, 
W. ARNOLD HOSMER, 
Professor of Business Administration. 


The Cuatrman. This completes the hearing on this report, with the 
exception of additional material that may come in for the record. 

The committee stands adjourned. 

(Whereupon, at 12:30 p.m., the committee was adjourned.) 
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II. Procurement and technical assistance activities. 
Ill. Procurement assistance to small business: 
A. Joint procurement set-asides for small business concerns. 
B. Guiding small firms to areas where competition is needed. 
>. Inventory of small plant facilities. 
D. Procurement guidance and assistance. 
{. Developing subcontracting opportunities for small business. 
F. Referring prime contracts to small firms. 
G. Certificates of competency. 
H. Specifications assistance. 
I. Business opportunity meetings. 
J. Prime contract authority. 
IV. Property sales assistance. 
V. Research and development program. 
A. Research and development assistance. 
B. Products assistance. 
VI. Other production assistance activities. 
A. Materials and equipment assistance. 
B. Tax amortization. 
C. Pools. 
D. SBA community assistance programs. 
E. Production assistance. 
VII. Loan sapreleets. 
VIII. SBA liaison officers with the Department of Defense and Federal Civilian Agencies, 
A. Department of Defense. 
B. Civilian agencies 
C. Office of Civil and Defense Mobilization. 
Exhibits : 
A. Procurement and technical assistance accomplishments. 
B. Joint set-asides: Comparison of Calendar Years 1954—59. 
C. Set-asides made for small business at civilian and military agencies. 
D. Number of contracts awarded to small business firms under the joint set-aside 
program. 
E. Joint set-aside program, by agency. 
F. Certificate of competency program. 
G. Certificates of competency (by agency). 
H. Loan appraisals made (graph chart). 


I. INTRODUCTORY REMARKS 


In the foreword to the Small Business Act, as amended, the Select Committee 
on Small Business, U.S. Senate, stated: “* * * Congress has now made it clear 
that independent small-business enterprises are to be considered as one of this 
Nation’s invaluable resources—as essential to our strength as our fertile farm- 
lands, timber, mines, and waterway systems.” Conservation of resources re 
quires care and vision. Technical and managerial proficiency are not patented 
skills—they require development and updating. 

As time and progress advance, so must small business accommodate its basic 
structure and planning to the requisites of the space age. The intricate elements 
of military preparedness place greater and greater demands on the industrial 
complex of the Nation, and with assistance and guidance, the small business 
community can and has met this challenge. The Small Business Administration 
is ever mindful of its responsibility to small business and to the Nation. 

To keep pace with the ever-developing technological advances and the reality 
of economic bigness, small business must be assured of equality of opportunity 
to participate in Government procurement and sales, in research and develop- 
ment, and freedom of competition. The Small Business Administration furnishes 
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technical and managerial aids to small business concerns on an individual basis 
and through the functioning of a system of continuing procurement and technical 
assistance programs. 


Il. PROCUREMENT AND TECHNICAL ASSISTANCE ACTIVITIES 


In the Small Business Act, as amended, Congress strengthened the procure- 
ment set-aside procedure, and the Small Business Administration has developed 
and improved implementing procedures to place the legislative changes in effect. 
Procurement and technical assistance programs are now being undertaken on 
the basis of long-range objectives that are reflected by the permanent agency 
legislation. The general effect of this has been to concentrate on the major pro- 
gram operations and avoid the expenditure of manpower on those types of activi- 
ties which do not contribute directly to aiding small firms through these major 
program responsibilities assigned by Congress to the SBA. 

Congress further directed the SBA and other Government agencies to work 
cooperatively to assure that the proportion of sales to small business of Govern- 
ment real and personal property will represent the “fair share” of property sold 
by the Government. The agency has developed a program of small business set- 
asides for the sale of Federal timber from Government-owned forest lands, and 
the groundwork is now being laid with the general Services Administration and 
the Department of Defense for small business set-asides on Government surplus 
property. 

The effectiveness of the agency’s assistance to small business firms is illus- 
trated by a study made of one of its programs, that of granting certificates of 
competency. During the period August 1953 through December 1959, 619 certifi- 
cates of competency were issued to small business firms covering contracts 
amounting to approximately $96,500,000—contracts which would not have been 
awarded to these small business firms without this action. Because the certifi- 
sates of competency resulted in these contracts being awarded to the low bidder, 
a study indicated that they saved the Government an estimated $9,300,000. In 
addition, 246 applications for certificates of competency, amounting to approxi- 
mately $63 million were withdrawn and the award made to small business 
concerns because favorable SBA survey evaluations convinced contracting 
officials that the certificates of competency were unnecessary. Indicative of the 
sare used by the agency in evaluating firms for certificates of competency is the 
fact that of the 619 issued, only 19 contracts have been terminated by the Gov- 
ernment for default due to the firms being unable to perform satisfactorily. 

Exhibit A summarizes the progress and accomplishments of the Small Business 
Administration for calendar years 1957, 1958, and 1959, and gives the cumulative 
totals since the beginning of the agency in August 1953. In brief, for calendar 
year 1959: 

(a) 22,362, procurements valued at $1,186,691,011 were jointly set aside for 
competitive award to small business firms ; 

(b) 138 certificates of competency were issued to small business firms, assur- 
ing them of receiving contracts totaling $23,956,658 : 

(ce) 173 set-asides for small business totaling $8,400,000 were made on sales 
of Government-owned timber : 

(d) 1,728 plant visits by SBA engineers were made to follow up on certified 
contracts : 

(e) 1,889 cases of production, specifications, and materials and equipment 
assistance to small business firms were handled: 

(f) 6,062 cases of assistance were rendered in connection with products ex- 
pansion and diversification and new products and processes listed in the products 
list circular ; 

(7) 4,276 appraisals were made on collateral for new loans, liquidations, or 
sales ; 

(h) 2,111 cases of technical consultation were rendered in connection with the 
financial assistance program ; 

(+) 5,006 cases of assistance were given in the property sales and disposal 
program ; 

(j) 6,592 cases of research and development assistance were handled. 
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Ill PROCUBEMENT ASSISTANCE TO SMALL BUSINESS 


The significance attached to SBA procurement assistance is reflected in the 
January 3, 1959, report of the Select Committee on Small Business, House of 
Representatives, which states: ‘In this committee’s opinion, the overall procure. 
ment assistance program is as important to the small business concern as the 
financial assistance program.” 

SBA has continued to strengthen its programs of providing assistance to smal] 
business concerns to participate in purchases and contracts for supplies and sery- 
ices for the Government. The results of SBA’s work in this respect are indicative 
of consistent progress. 


A. Joint procurement set-asides for small business concerns 


Procurement authorities, both in SBA and in other Government agencies, rec- 
ognize that this program is far from reaching its full potential. The basic prob- 
lems continue to be (1) coordinating small business programs with the primary 
responsibility of the purchasing offices, and (2) providing adequate coverage at 
purchasing offices. 

During calendar year 1959, Government purchases totaling $1,186,691,011 were 
jointly set aside by SBA in cooperation with Government purchasing offices for 
competitive award to small business concerns. This is the greatest dollar value 
of purchases set aside for small business for any calendar year since the beginning 
of the agency. During calendar year 1958, purchases totaling $1,112,340,525 were 
jointly set aside for small business. A comparison of results achieved by the 
joint set-aside program during calendar years 1954 through 1959 is shown in 
exhibit B. As disclosed in exhibit B, there has been a pronounced increase in 
the amount set aside for small business firms, from $290 million in calendar year 
1954, to $406 million in calendar year 1955, to $650 million in calendar year 1956, 
to $778 million in 1957, to $1,112 million in 1958, and to $1,187 million in calendar 
year 1959. Exhibits C and D also illustrate the progress made in this program. 

The joint set-aside program is carried out by the SBA in cooperation with those 
Government agencies representing the largest share of the Federal Government's 
purchases. The results of the program with each agency are shown in exhibit B. 

The Small Business Act, as amended (sec. 15), empowers the SBA and Govern- 
ment contracting officers to set aside proposed procurements for competition 
among small business concerns when such action is (1) in the interest of main- 
taining or mobilizing the Nation’s full productive capacity, (2) in the interest of 
war or national defense programs, or (3) in the interest of assuring that a fair 
proportion of the total purchases and contracts for property and services for the 
Government are placed with small business concerns. 

To carry out the joint set-aside program, the SBA has assigned representatives 
to those major Government purchasing offices which can be serviced with the 
available manpower. There, in cooperation with procurement officials, they 
screen proposed purchases and jointly determine whether small firms can supply 
the items or services, and evaluate the small business competition. When the 
SBA representative ascertains that sufficient small business competition can be 
obtained, he initiates action for the procurement to be totally or partially set 
aside for competitive award to small business concerns. If this request is denied, 
in accordance with provisions of the Small Business Act, as amended, the action 
may be appealed to the Secretary or head of the agency or Department involved. 

When an entire procurement is reserved for small business firms, that is set 
aside for exclusive award to small businesses, bids received from large business 
concerns are considered as nonresponsive. Where only part of a proposed pur- 
chase is set aside for small business. small firms competent with all other busi- 
nesses that bid on the contract, large and small, for the non-set-aside portion of 
the procurement in order to be considered for negotiation of the set-aside portion. 
To qualify for negotiation of the set-aside portion, the bid entered by a small 
business firm must be within 120 percent of the highest unit price at which the 
award is made for the non-set-aside portion. Negotiation is then conducted with 
the small business firms which are determined to be responsive and which qualify 
under the 120 percent rule, beginning with the firm which submitted the lowest 
bid on the non-set-aside portion. When only one award is made on the non-set- 
aside portion, the set-aside portion is awarded at a unit price equal to that of the 
highest price awarded on the unrestricted portion. 

The small business set-aside program is believed to be the most practical means 
of assuring that small firms will be awarded contracts. The program further 
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serves to strengthen the national economy inasmuch as it broadens the procure- 
ment base for the Government by encouraging small business participation in 
Government contracts. Experience also indicates that increased small business 
competition frequently lowers the price for a product or service and results in a 
savings to the Government. 

Since the start of the SBA joint procurement set-aside program in August 1953, 
procurements valued at $4,534,730,750 have been earmarked for competitive award 
to small business concerns. The net effect of this program is cumulative when 
considered in the light that each dollar expended on a Government contract has 
a multiplying effect in promoting further employment, further demands for con- 
sumer goods and services, and increased well-being in the community and national 
economy. 

In its report on small business participation in Government procurement, the 
Select Committee on Small Business of the U.S. Senate stated: ‘“‘The set-aside 
procedure has undoubtedly been a major deterrent to the trend toward greater 
use of large firms. * * * It is not inconceivable that the set-aside procedure, in 
light of the success already achieved, could well be the instrument through which 
small concerns will regain a more equitable portion in the defense contract 
program.” 

In addition to carrying on the set-aside program, SBA representatives at the 
procurement centers counsel owners and officers of small concerns in selling to 
all Government agencies. They also assist specific small business concerns to 
obtain an opportunity to bid on various procurements of which they otherwise 
would be unaware. 


B. Guiding small firms to areas where competition is needed 


A program which supplements that of restricting procurements for award to 
small business concerns is that of increasing small business competition on Gov- 
ernment purchases that in the past have involved few or no bids from small busi- 
ness firms. 

When SBA representatives at purchasing offices screen procurements for pos- 
sible set-aside action, they consider carefully past procurement history and the 
prospects for small business competition. 

Determining that an item or service can be supplied by small business firms, 
but that there has been little or no competition from them, the SBA representa- 
tives arrange for SBA field offices to locate competent suppliers for the particular 
item or service and purchasing office. All essential data and information con- 
cerning the item or service, including drawings and specifications, are forwarded 
to the Agency’s field offices in order that SBA engineers and industrial specialists 
may match this basic information with the Agency’s facilities register to find 
small firms competent to supply the item or service, and who wish to bid. 

This action increases small business competition, broadens the industrial base, 
and frequently results in a better price to the Government because of greater 
competition. It also increases the number and variety of items and services on 
which joint set-asides for small business firms may be made. 


C. Inventory of small plant facilities 


An inventory of small business productive facilities is maintained on a decen- 
tralized basis in the field offices. Small companies interested in registration are 
furnished a questionnaire on which they list facilities and other pertinent infor- 
mation. On receipt of a questionnaire by the field office, it is filed alphabetically 
by company name. The most important data are reviewed and the company 
classified by major product or capabilities. The company is then coded for quick 
identification in accordance with the standard industrial classification. 

The purpose of the facilities inventory is to insure that a record is provided 
for quickly ascertaining the productive capacity of small plants in a given area. 
The data furnished by the company are carefully classified as to number of em- 
ployees, types of products, and other essential production factors. This infor- 
mation can then be evaluated to determine a manufacturer’s industrial potential, 
including the kinds of production for which his facilities are now suited, and the 
types to which the facilities can be converted in case of full mobilization for de- 
fense. Many small firms now engaged in producing a peacetime, civilian item, 
can when the need arises, produce items required for survival as well as a wide 
variety of defense items which have no civilian counterparts. 

A partly mechanized operation has been accomplished by the utilization of 
stencil plates, which contain a minimum of identification and descriptive data on 
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the company, and can be used for addressing correspondence to them. From 
such records, the field staff can readily obtain skeleton information on individua] 
concerns by industrial groups, without going to the main alphabetical files, 
These condensed records are maintained in SIC code, in numerical order, for 
rapid reference. 

The inventory is now used principally in assisting the registered companies in 
their efforts to obtain prime and subcontracts, in locating new sources for Goy- 
ernment purchasing offices, in aiding the damage assessment program sponsored 
by the Office of Civil and Defense Mobilization, and in locating scarce or special- 
ized machine tools and equipment when calls for them are received. 

SBA field offices cooperate with State and local governments, chambers of 
commerce, and trade associations in the collection of facility information to 
expand the facilities inventory, and so increase its coverage. 

About 46,600 small plants are registered with SBA. A complete file covering 
the metalworking industry has been assembled in the Washington office and will 
be distributed to the regional offices. This additional data will increase the total 
of small plants registered to approximately 67,000. Planning is under way to 
add other industrial segments to the file within the next few months. These 
would include electronics, textiles, chemicals, and others deemed appropriate, 
Programing is also under way to simplify the entire system of maintaining the 
facilities inventory file. 

A program has been under way for about a year for registering qualified small 
business concerns with research and development capabilities. This subsidiary 
inventory is used as a means of informing Government procuring agencies and 
large prime contractors of the special capabilities of these small concerns. 


D. Procurement guidance and assistance 

Another important service of the SBA is help to small firms in determining 
which agencies purchase the products or services they want to supply the 
Government; in having their names placed on appropriate bidders lists; and 
in obtaining bid sets for purchases they are able to furnish. 

As part of its program to help small firms learn “who buys what and 
where,” the SBA makes available to them through the Superintendent of 
Documents the U.S. Government Purchasing and Specifications Directory, 
This is a comprehensive guide to the Government’s buying procedures, the 
items purchased by the military and civilian agencies, the offices which pur- 
chase them, and reference sources of Government specifications and indexes 
to specifications. This is being revised so small business concerns may have 
current information regarding purchase responsibilities of individual military 
and Federal civilian purchasing offices. 

The SBA also assists small firms in solving problems regarding bids and 
specifications, This assistance ranges from explaining to businessmen the 
Government’s procurement regulations to having restrictive specifications 
amended and unduly short bid openings extended for the benefit of small firms 
which cannot afford large estimating staffs and therefore cannot meet the 
deadline for bidding. 

Another important form of assistance given small businesses is help in 
resolving difficulties with Government procurement agencies. Some examples 
of this assistance are action to expedite payments due small firms; participa 
tion with small business owners in conferences with contracting officials; ad- 
vice to contractors about their rights and intercession with contracting off- 
cials to protect the contractors’ rights. Cases of this type may require only 
a few minutes to solve, or they may call for continued SBA action over a period 
of weeks. 


BE. Developing subcontracting opportunities for small business 

The SBA subcontracting program performs three basic functions. First, it 
makes available to small business the best intelligence that can be gathered 4s 
to where they should explore the possibilities of subcontract work. Second, the 
Agency contracts prime contractors and large subcontractors to learn of their 
needs for subcontracting assistance. Third, SBA brings the prime contractor and 
potential subcontractors together. 

Working arrangements are being established with selected prime contractors 
whereby they and SBA will coordinate their efforts to assist small firms to 
participate in subcontracting requirements. Emphasis is being placed on ar 
ranging realistic, meaningful working arrangements with a limited number 
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of prime contractors rather than nonproductive arrangements with many con- 
tractors. In these policy arrangements, such points are covered as: 

(1) A fair portion of the prime contractor’s total purchases for materials, 
supplies, and services will be placed with small business firms. 

(2) Small firms will be extended invitations to bid whenever there are known 
small business sources. 

(3) SBA will be permitted to screen requirements and to recommend names 
of small business concerns to participate. 

(4) Adequate specifications, drawings or purchase descriptions will be fur- 
nished in ample time so that small business concerns may bid intelligently. 

(5) Prime contractors will allow for reasonable delivery schedules and pur- 
chase in quantities, when economically feasible, which can be supplied by small 
business concerns. 

As a result of working with contractors’ purchasing departments to learn 
of their requirements, carefully selected small suppliers are referred to the 
contractors to quote on specific procurements. Inasmuch as procedures for con- 
ducting the subcontracting activities have been revised recently to take into 
consideration the expanded scope of this program, results are not yet available 
for evaluating accomplishments. 


F. Referring prime contracts to small firms 


When a small business concern asks assistance in obtaining Government orders 
and contracts, the SBA obtains from it data about its production facilities. The 
Agency then notifies the firm of current bidding opportunities which are suited 
to its particular type of equipment. This service is provided until the firm has 
had time to get on bidders lists and receive notices of future purchases direct 
from the purchasing office. Since the Agency’s field offices obtain bid sets from 
the principal Government purchasing offices, they are able to notify small 
firms of many bidding opportunities of which they otherwise would be unaware. 


G. Certificates of competency 


The SBA is empowered to certify that a small business concern, small busi- 
ness production pool, or group of small firms jointly engaged in research and 
development, is competent as to capacity and credit to carry out the terms of a 
particular Government contract. 

Capacity means the overall ability of a prospective contractor to meet quality, 
quantity, and time requirements of a proposed contract. Through this authority 
to issue certificates of competency, the Agency offers what is in effect an appeal 
procedure for the small firm, pool, or group of small firms, whose low bid on a 
Government purchase, or high bid on a Government sale, is rejected for reasons 
of financial ability or productive capacity. 

Certification of capacity means that the prospective contractor is able to com- 
ply with the required proposed delivery or performance schedule, has the neces- 
sary organization, skills, experience, operational controls, know-how, and pro- 
duction, construction, and technical equipment and facilities, or the ability to 
obtain them. 

Government contracting or disposal officers are directed to aecept a certificate 
of competency as conclusive without requiring the small business concern, pool, 
or group of firms to meet any other requirement as to financial ability and pro- 
ductive capacity. 

This has been an important and active program since the start of the agency. 
During calendar year 1958, the agency received 233 applications for certificates 
and issued 124 certificates. By comparison, in calendar year 1957, 244 applica- 
tions were received and 103 certificates were issued. In 1959, 336 applications 
were received by SBA, and 138 certificates of competency Were issued. 

Certificates of competency issued during calendar 1958 resulted in contracts 
amounting to $29,108,328, more than twice as much as in calendar year 1957, 
when contracts were for $12,754,188. During calendar year 1959, the certified 
contracts amounted to $23,956,658. Since the beginning of the agency 
in August 1953, 619 certificates of competency for contracts amounting to $96,521,- 
170 have been issued in behalf of small business firms. See exhibit F. 

All branches of the Department of Defense, some joint agencies, and several 
civilian agencies are served by this program. See exhibit G. 

The very existence of the COC program often tends to tip the scales in favor 
of a4 small business concern when there is doubt as to its competency. In many 
instances, the preliminary work accomplished by SBA field offices has resulted 
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in contract awards without the necessity of the issuance of certificates. To il- 
lustrate the latter point, since the beginning of the agency in August 1953, 246 
applications amounting to approximately $63 million were withdrawn. In many 
instances, the contracts were awarded to small business without requiring cer. 
tificates of competency due to favorable SBA survey evaluations. 

The SBA takes the responsibility seriously when issuing certificates of com- 
petency. The care in making investigations and evaluating requests for cer. 
tificates is demonstrated by the ratio of certificates issued to applications re. 
ceived. There are very few instances in which certificates were granted in 
which the small firm failed to complete the contract. 

SBA technical personnel keep continual check on the progress of a small firm 
until it has completed work on a contract which is covered by a certificate 
This is in line with the agency’s policy of not only making a careful original 
investigation, but maintaining a high standard of contract performance. During 
ealendar year 1959, SBA personnel made 1,728 visits to plants to determine their 
progress on contracts. 

A recapitulation of the COC program by States shows that the estimated 
savings to the Government through the issuance of COC’s is approximately 
$9,300,000. This estimate is based on the actual tabulated savings which could 
be determined definitely from case records, with the average percentage of say- 
ings projected to the total contract amount for all COC’s issued. 

From August 1953 through December 1959, 1,338 COC applications amount. 
ing to approximately $264,930,000 were received by SBA, of which 465 appli- 
eations amounting to approximately $103,470,000 were declined; 246 applica. 
tions amounting to approximately $63 million were withdrawn due in part to 
avorable SBA survey evaluations resulting in awards without requiring a COC; 
and 8 applications amounting to approximately $1 million were pending final 
action as of December 31, 1959. 

In addition to those procurements for which COC applications were filed with 
SBA, small business bidders on Government contracts also were given the op- 
portunity, but decided not to file for COC, as follows: 

Calendar year 1958, 202 contracts : $19,770,741. 
Calendar year 1959, 244 contracts : $26,155,162. 
The principal reasons for passing up this appeal procedure Were: 
(a) Bidder refused to extend bid option because of rising prices on raw 
materials and components; or 
(b) Bidder developed additional Government or commercial work having 
tendency to saturate open capacity; or 
(c) Bidder discovered error in preparation of original bid price or pro- 
posal. 
H. Specifications assistance 

The agency provides several types of assistance to small business in connec- 
tion with problems relating to specifications. The principal service rendered is 
in the review of Government specifications to determine whether they are pro- 
prietary or contrary to the interests of small business. The Small Business Ad- 
ministration receives specifications from various Government agencies for review 
and comment prior to official publication. In addition, small manufacturers 
make direct requests to the Small Business Administration to examine certain 
specifications in connection with restrictive requirements. 

To illustrate other types of assistance given individual small firms, the 
agency’s technical staff is called on to interprete specifications for small firms 
or to obtain copies of specifications that small firms need in preparing bids, but 
have not been able to obtain. 

The agency continued to participate in the work of the Interagency Task 
Force for Review of Government Procurement Policies and Procedures, which 
included the study of specification problems of small concerns. During 1959, 
the group was replaced by the Interagency Procurement Policy Committee. 

The U.S. Government Purchasing and Specifications Directory describes the 
Federal system of specifications. The directory lists approximately 1,000 places 
in the Nation where specifications and indexes to the specifications are available 
for reference. This directory is now being revised and publication is planned 
for April 1960. 


I. Business opportunity meetings 


During calendar year 1959, the SBA, in cooperation with other Federal acen- 
cies and State and local business groups, cosponsored and participated in 50 
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small business opportunity meetings and exhibitions. Approximately 546,000 
small business owners and managers attended these meetings and received first- 
hand information on the Government’s buying methods, prime and subcontract- 
ing Opportunities, and helpful services available from the Small Business Ad- 
ministration and other Federal agencies. 

At these meetings, information on how to sell to the Government is presented 
through talks by top Government purchasing oflicials; by visual displays; by 
sample bid sets; and by exhibits of products purchased by Federal agencies. 
Bach meeting also features exhibits by prime contractors of items for which sub- 
contractors are being sought. In addition, SBA specialists and Government con- 
tracting officials provide on-the-spot procurement guidance and assist individual 
firms in obtaining listing on appropriate bidders lists. Information regarding 
sales of surplus Government property, new and improved products and processes, 
and research and development also is presented. 


J. Prime contract authority 


The Small Business Administration is empowered to enter into contracts with 
any department or agency of the U.S. Government to furnish supplies and 
services and to arrange for the performance of such contracts through sub- 
contracting to small business concerns or others, as may be necessary. The 
SBA believes that this authority to take contracts in order to extend subcon- 
tracting should be continued on a stand-by basis for use only in extraordinary 
emergencies. 

IV. PROPERTY SALES ASSISTANCE 


The SBA property sales assistance program consists of three principal ac- 
tivities: (1) personal property disposal; (2) real property disposal; and (3) 
disposal by sale to small business enterprises of natural resources from lands 
owned by the Federal Government. For each of these activities, SBA is em- 
powered to cooperate with the Government agency directly concerned and jointly 
set aside, for award to small business on a competitive basis, any contract cover- 
ing all or part of a proposed property disposal or sale: and to certify with 
respect to the competency as to capacity and credit of any small business con- 
cern to perform as to specific Government contracts. 

The Washington and field offices provide technical assistance to small business 
firms in assuring that small firms have an opportunity to bid on Government 
contracts covering sales and disposal of Government property. General policies, 
procedures, and field instructions applicable to this program are continuing to 
be developed with various civilian and military agencies for carrying out the 
provisions of the Small Business Act, as amended. 

In order to carry out effectively the property sales assistance program, the 
SBA works closely with those Government agencies having disposal activities. 
A cooperative agreement has been entered into with the Department of Agri- 
culture and the Department of the Interior to assure small business participa- 
tion in the sale of Federal timber. A similar type of agreement is being worked 
out with the U.S. Corps of Engineers covering sales of Federal timber from 
military installations. 

The timber set-aside program was officially activated on May 1, 1959, and 
by December 31, 1959, set-asides for exclusive small business bidding were inti- 
ated for 173 timber sales for an estimated 400 million board feet and estimated 
value of $8.4 million. 

Operating procedures for the timber set-aside program provide for a semi- 
annual review by the SBA representative and forest manager of the proposed 
cutting plan for the forest. During this survey, the historical pattern of timber 
sales is analyzed for the distribution of awards to small and large business con- 
cerns. Proposed timber sales for the ensuing 6-month period are then evaluated 
and set-asides made in accordance with prescribed criteria as necessary to insure 
that small business concerns have an opportunity to bid on certain sales which 
have been reserved for award to small business under provisions of the Small 
Business Act. 

Under the adopted regulations, all bids by small firms must carry a self- 
certification that the firm is small by SBA standards, and must meet the basic 
requirements of the Forest Service or the Bureau of Land Management in the 
offering of sales of Government timber. 

Not only a.e the SBA field offices working with forest supervisors and area 
managers to jointly set aside timber sales, but they maintain a facility inven- 
tory by working circles and counties to ascertain the number of sawmills, ply- 
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wood mills, and loggers who are operating in the Federal forests, and their 
approximate timber requirements on an annual basis. 

Another program relating to the sale of natural resources owned by the Goy- 
ernment has to do with the disposition of Government-owned royalty oil. In 
order to assure small business participation in this program, the SBA has de. 
veloped a working arrangement with the Department of the Interior. This 
agreement provides in certain circumstances that the Department of the In- 
terior will refer to the SBA the name of any small business firm which cannot 
qualify to purchase royalty oil because of lack of working capital or limited 
credit. Under certain terms and conditions, the SBA may certify to the com- 
petency of the applicant small business concern in regard to capacity and 
credit. 

In addition to the agreements covering the disposition of Government-owned 
natural resources, an agreement is being formulated with the General Services 
Administration and the Department of Defense to assist small business concerns 
to obtain a fair proportion of surplus real and personal property sold by these 
Government agencies. The GSA agreement will also incorporate strategic stock- 
pile materials purchased by the Defense Materials Service, which from time to 
time are sold. 

Separate agreements have been negotiated with the Maritime Administration 
and the U.S. Coast Guard for SBA sales assistance in connection with their per. 
sonal property sales. 

Although joint agreements have not been signed between SBA and GSA, 
the property sales assistance program has been moving ahead in contemplation 
that appropriate implementing procedures will be activated. SBA field offices 
are making an inventory of Government surplus property disposal locations 
and have requested these disposal installations to place their names on mailing 
lists to receive copies of invitations to bid. Furthermore, SBA field representa- 
tives are establishing liaison contacts with agency disposal officers so that an 
effective program in this area can be placed in action when agreements are 
concluded with GSA and DOD. 

The SBA field representatives provide guidance to small business firms in buy- 
ing surplus Government real and personal property, including where, when, and 
how to bid on property sales. In this connection, SBA is cooperating with dis- 
posal officers in expanding interest in sales of certain items to small industrial 
firms. This has resulted in small firms learning of and purchasing surplus prop- 
erty needed by them, and in the Government obtaining a greater return because 
of more competitive bidding. 

The Small Business Administration is undertaking a cooperative program with 
business trade associations to publicize to their membership proposed sales of 
Government-owned surplus personal property. Under this program, the SBA 
screens important sales offerings and places in the hands of trade associations 
abstracts of the proposed sales. These abstracts are being published in a Gov- 
ernment sales section of the associations’ weekly bulletins and distributed na- 
tionally to their members. Working arrangements are now in effect with the 
National Tire Dealers and Retreaders Association, American Road Builders As- 
sociation, Associated General Contractors, Burger Tire Consultant Service, Na- 
tional Federation of Independent Business, Electronic Industries Association, 
and the American Short Line Railroad Association. These programs are de 
signed to broaden small business interest in property sales as well as to supply 
information on purchase opportunities. 


Vv. RESEARCH AND DEVELOPMENT PROGRAM 


A. Research and development assistance 


In earrying out the policy of Congress, the Small Business Administration has 
established programs for research and development assistance to small business 
concerns, and implementing instructions and procedures have been developed 
to carry out the basic legislative authority. 

The SBA is working with the Washington offices of the principal Government 
agencies concerned with R. & D. so that appropriate recommendations may be 
made to such agencies for increasing the participation of small firms in Govern- 
ment research and development, and to insure that small business firms are con- 
sidered for the research and development work for which they are qualified. 

The SBA has issued an “R. & D. Directory” listing small companies inter- 
ested in and desiring research and development work. In view of the general 
acceptance and utility of the publication, a revised and expanded edition is now 
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contemplated for release in the early spring. Approximately 2,600 concerns 
will be listed and identified under the 33 code classifications of the Armed 
Services Technical Information Agency. This listing has been widely used by 
Government planning and procurement agencies, public libraries, and private re- 
search facilities as a source of small business concerns interested in performing 
research and development in specific scientific fields. The experience reported 
by these users assists greatly in the continuous effort of upgrading, updating, 
and general improvement in the quality of the directory. 

The agency has expanded its efforts to establish small business set-asides on 
research and development contracts during the past 6 months. Currently, rep- 
resentation is provided at Quartermaster Research and Engineering Command, 
Natick, Mass.; U.S. Army Supply Agency, Fort Monmouth, N.J.; Wright Air 
Development Division, Dayton, Ohio; Naval Air Development Center, Johns- 
yille, Pa.; Naval Air Material Center, Philadelphia, Pa.; Frankford Arsenal, 
Philadelphia, Pa,; National Aeronautics and Space Administration, Langley Re- 
search Center, Langley, Va.; Rome Air Development Center, Rome, N.Y.; Army 
Rocket and Guided Missile Agency, Redstone Arsenal, Ala. ; Air Force Cambridge 
Research Center, Bedford, Mass.; and various Navy, Army, and Air Force pro- 
curement offices in the Washington, D.C., vicinity. 

The efforts of SBA with respect to this major program are being concentrated 
on closer cooperation and coordination with Government agencies and private 
organizations doing research and development work, listing interested small busi- 
ness concerns that are willing and able to do research and development work, 
fostering independent research and development among small business concerns, 
and providing technical and products assistance. These efforts are being ex- 
tended geographically. 


B. Products assistance 

The importance of new and improved products and processes as a step toward 
diversity of operations and larger profit margins is recognized by all progressive 
business management. At present, many successful companies realize about their 
sales on products they have brought out since World War II. Studies of the 
profit cycle of new products made by management concerns in the last few years 
indicate that the profit margin on a new product increases during the market 
development and growth period of the product. But as soon as the product has 
enjoyed sufficient success to induce significant competition the profit margin 
recedes. To keep operations in a high profit zone, it is therefore desirable to 
bring out a succession of new products to which emphasis can be shifted from one 
product to the next. When “new” products eventually become ‘old’ ones, they 
enter the period of high competition and low profitability, and should be relegated 
toa position of minor importance or dropped. The SBA provides new products 
assistance to small companies through two basic approaches. 

First, the agency helps small firms find new products to make and sell. To 
assist small companies in this endeavor, the agency continuously collects and 
publicizes information in its Products List Circular on patents available to small 
firms through licensing or other normal commercial arrangements. The emphasis 
here is on new products. However, some which are not necessarily new, but have 
sufficient remaining patent life to allow profitable development and appear to be 
of possible interest to small companies, also are publicized. Included too are 
selected Government-owned patents available on a nonexclusive basis that might 
interest small companies, and a small number of American patents owned by 
foreign nationals. In addition, some of the larger American corporations have 
recently begun a cooperative action with the agency by indicating the availability 
of patents not being used in their current programs. 

The Products List Circular is now received each month by approximately 
11,000 individuals and business establishments. Many inquiries are received 
each month soliciting information about the patents listed. 

Since the agency does not participate in negotiations between the owner of a 
patent listed in the circular and an interested inquirer, information is not avail- 
able on the number of transactions successfully concluded as a result of publicity 
provided by the circular. However, the steady volume of inquiries about patents 
listed in the circular attests to the popularity of this service. 

The second type of new products assistance consists of providing information 
in response to specific inquiries received from small companies engaged in or 
considering the manufacture of a specific product. Because of the great range 
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of activities in which small business concerns are engaged, the inquiries naturally 
are quite varied. For example, inquiries pertain to the glazing of fruit; the useg 
and potential markets of copper powder of unusually high purity and fineness; 
the use of hydrocarbons for scouring wool; and products considered suitable for 
manufacture in a certain type of plant. 


VI. OTHER PRODUCTION ASSISTANCE ACTIVITIES 


SBA procurement and technical assistance helps small firms to overcome the 
problems of keeping abreast of production techniques. 


A. Materials and equipment assistance 

During 1959, procurement was dominated by the steel strike which began in 
July and was terminated in November under the 80-day provisions of the Taft- 
Hartley Act. A special study was completed during October to determine the 
effects of the strike on small business. The study sampled 395 small companies 
on a nationwide basis with a total employment of 51,048 employees. The survey 
disclosed that employment of these companies had been reduced by 5,498 workers 
due to the strike, and that if the strike continued an additional 60 to 90 days 52 
of the companies would be forced to close. 

The Office of Civil and Defense Mobilization asks the Small Business Adminis- 
tration to review Department of Defense requests for approval to lease Govern- 
ment-owned machine tools and equipment for nondefense work. The SBA 
studies such requests to determine whether the proposed leases would reduce the 
competitive position of small companies and makes appropriate recommendations 
to the Office of Civil and Defense Mobilization. 

The SBA acts as spokesman for small business before, and consults with, 
other Government agencies which are considering the adoption or revision of 
materials and equipment policies, programs, or regulations affecting small busi- 
ness. Through its field offices, the agency provides small firms with information 
on the Government’s materials and equipment regulations. 


B. Tax amortization 

The certifying authority of the Office of Civil and Defense Mobilization expired 
December 31, 1959. However, although no more necessity certificates may be 
issued, amendments for final costs, time-extension requests, and miscellaneous 
posteertification procedures will be continued. In many cases, the agency was 
asked by small companies to check on the status of their applications and to ad- 
vise them on any adverse developments or other important circumstances. 


C. Pools 

The Administrator of the Small Business Administration is authorized to ap- 
prove small business pools for defense production and research and development. 
A combination of these types may also be formed. The advantages of pooling 
are in the diversification and integration of the group’s total capacity and re 
sources. 

The agency has issued the following booklets for the use of small concerns in 
connection with organizing pools: “Small Business Production Pools for De- 
fense,” April 1958 edition; and “Small Business Research and Development 
Pools,” June 1959 edition. The SBA is now revising these two publications and 
merging them into a single booklet. 

A summary of present approved pools is listed below : 





Name and address Number of Number of 
companie employees 

Production pools: 

Allied Construction Contractors, Joliet, TM 5 107 

Allied Specialties Co., Philadelphia, Pa- 5 vai 15 416 

Caledonia Co ity Production Pool Associates, 8t. Johnsbury, Vt 3 y. 

Electrodyne Ind:1stries, Inc., Garden City, Long Island, N.Y i 149 

Huntineton Production Pool, Huntington, W. Va__- 12 926 

Production Research Engineering Pool, North Hollywood, Calif_.-- | i5 | 1, 016 

Unified Industries, Inc., North Hollywood, Calif | 11 | 32 
Research and development and production pools: 

Applied Research Associates. Inc., Albuquerque, N. Mex 4 9) 

SPEO Peoducta; Denver; Colo. oi... .<..cc 22sec ncn... 5... ee. 3 262 
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D. SBA community assistance programs 


The Small Business Administration’s community assistance programs are of 
three types: (1) Assistance to surplus labor areas; (2) cooperation in the rural 
development program; and (3) assistance to underdeveloped areas. In each 
of these, the agency stresses the build-from-within concept, that is, reliance on 
local self-help, supplemented by SBA guidance and assistance, where requested. 

When called upon to assist a community, the agency gives particular attention 
to a study of the area’s existing small concerns and the possibility of their serv- 
ing as the foundation for building from within. Among possibilities considered 
are whether the small firms can expand their markets, achieve more efficient op- 
erations, or take on additional lines or new products. Also investigated are the 
possibilities of the firms obtaining Government prime contracts or subcontracts. 
In other words, the services of SBA are offered through all appropriate pro- 
grams of assistance. 

The possibility of starting additional business enterprises in the area, perhaps 
with financial assistance the SBA can extend to local development companies 
under the Small Business Investment Act of 1958, also is given careful con- 
sideration. 


RB. Production assistance 


SBA, through its production specialists in the agency’s field offices, makes a 
continuous effort to help small firms in production matters. Specific problems 
frequently arise in instances where a small company is making items for the 
Government indirectly related to its normal civilian business. Advice also is 
given on such problems as plant utilization and layout. In some instances, the 
agency may recommend several professional consultants who specialize in man- 
agement and production problems. 


VII. LOAN APPRAISALS 


As a result of congressional interest in the administration of the SBA financial 
assistance program, meetings were held within the agency in March 1957 to 
promote agencywide discussion and dissemination of the principles upon which 
a loan appraisal program could be based. During the subsequent 2% years, 
qualified SBA personnel having the technical experience and background have 
conducted a continuous training program, which is to establish uniform appraisal 
methods and standards. 

While questions of security and collateral are important in determining 
whether a loan will be made, it was recognized that they do not alone constitute 
the factors upon which the approval or rejection of an application is determined. 
The Administrator attaches great importance to such matters as management; 
the inherent soundness of the business enterprise; its earnings record and pros- 
pects; its long-range possibilities of successful operation ; and whether the grant- 
ing of a loan will increase employment or have other favorable effects upon the 
economic life of the community. 

Based upon these considerations, a Loan Appraisal Division was established 
in January 1959 and staffed in the Washington office. Since this activity as a 
separate function is relatively new, qualified personnel standards had to be for- 
mulated and approved by the Civil Service Commission for the recruitment of 
an appraisal staff. Field offices have recruited the professional appraisal staff 
and this staff service to the financial assistance program has progressed during 
the period covered by this report. Statistics shown below indicate the growth 
of the program : 
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Monthly | Monthly | Monthly | Monthly 
average average average average Ist 
Item | fiscal year | fiscal year | fiscal year | 6 months 
| 1957 | 1958 | 1959 fiscal year 
| ' | 1960 
Loom applications reesived.._...........................] 572 | 658 | 851 | 7 
Loan applications withdrawn- -_.......----- aieneee! 52 | 48 80 | 4 
Loan applications processed-.-............-..-......-... 502 560 808 606 
on ee eee 162 323 | 371 349 
Percent of loan appraisals made against loan applica- | 
i ia ancctins sam inae ; 32 | 59 | 46 57 
Percent of loan appraisals made against loan applica- } 
EE INES Sra ste tt Sub daduSécbankoneccctacws 28 49 43 52 


! 1 


NoTE.— Plant engineering surveys and reports averaged 48 per month during fiscal year 1959, and 80 per 
month during the 1st 6 months of fiscal year 1960. These figures are not included in the above tabulation, 


Exhibit H is a graphic chart showing the above information.’ 


VIII. SBA LIAISON OFFICERS WITH THE DEPARTMENT OF DEFENSE AND FEDERAL 
CIVILIAN AGENCIES 

A. Department of Defense 

An SBA representative is assigned to the Department of Defense to help 
achieve greater coordination of the two agencies’ small business programs. The 
SBA representative, who serves as the Administrator’s spokesman at the secre. 
tarial level of DOD and military services, reviews current and proposed pro 
curement regulations, and initiates, inaugurates, and suggests new and different 
ideas on procurement regulations and policies which will be beneficial to small 
business. An example was the release of ASPR containing the DOD small busi- 
ness program which incorporated provisions implementing the additional legis. 
lation contained in the Small Business Act and provided for small business set- 
asides on classes of items. Defense officials have given this liaison officer excel- 
lent cooperation and his participation at the Defense Department’s policy level 
has resulted in other changes beneficial to small business. 


B. Civilian agencies 

A liaison coordinator is assigned to civilian departments and agencies having 
small business procurement authorities and property sales and disposal pro- 
grams. This liaison representative participates in conferences and consults with 
key officials of civilian Government agencies with respect to small business par- 
ticipation in proposed procurements and property sales of these agencies. 


C. Office of Civil and Defense Mobilization 


The SBA is cooperating closely with the Office of Civil and Defense Mobiliza- 
tion and other Federal agencies in plans for mobilization and management of 
resources and production in event of a national emergency. The Administrator is 
a member of the Civil and Defense Mobilization Board, which has special interest 
in planning emergency measures to maintain the financial system and national 
monetary and credit structure, and to insure optimum use of small business 
in producing material for survival, recovery, and retaliation. The SBA is rep 
resented on interagency committees concerned with periodic testing of mobiliza- 
tion plans and programs of Federal, State, and local government agencies, and 
with development and operation of a program to inform Government units of 
availability of productive resources remaining after attack. 





2 See p. 69. 
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EXHIBIT A.—Procurement and technical assistance accomplishments 



































onthly Calendar Calendar Calendar Aug. 1, 1953, 
rage Ist year 1957 year 1958 year 1959 to Dee. 31 
nonths, 1959 
“al year ————— | | | | 
1960 . . 
Procurements set aside for small business. - --__-- 12, 866 21, 250} 22, 362 72, 887 
eit: tii tiatiates es i crema ai ad obama ie AMD wide aa -|$777, 631, 385/$1, 112, 340, 525 i$1, 186, 691, 011/$4, 534, 730, 750 
7 Contacts to -" nr subcontracting opportunities oa 3, 203} 4, 597 : 22, 633 
, nnn, «6 d6inne SNe aoe ewes ds lotuen scuba indes wenenmele | 87, 367 87, 367 
A ees PS SOUNUOIS, ..... ni cavuauasecsnanacwuan 38, 505 | 32, 061 (2) Sa oo 
349 | Subcontract opportunities referred _-----.-...-.-- 4, 978) 14, 601 Oi (Eipteawmncasaues 
' Procurement assistance counseling and represen- 
57 tation to procurement agencies on behalf of 
tench wind neonnethens eee Metin aie nens 23, 583 28, 638) Gee "Rian nemaeiman 
52 Firms helped to bid on specific procurements ‘ 8, 184} 7, 041 (2) _ <3 
Contacts to develop additional sources of supply 10, 676) 11, 950 > “FIT a cead aches 
Firms contacted in order to expand and keep cur- 
1d 80 per rent the inventory of productive facilities of 
yulation, small business concerns 3____._..........---.---- NR 4 2, 485 7, 199 49, 684 
Certificates of competency: 
Plant surveys (made prior to issuance or 
denial of COC) F (5) (5) 1, 390} 11, 390 
Awards made without formal COC action 
EDERAL due to SBA participation and assistance NR NR 59 1 59 
. seapetons NRNNs- <s bertethednbeswanaeunn one 244 eenes = os 336) ‘ 1, 338 
inti rier 2 ‘ , 456 64, 441, 501 1, 699, 966} $264, 930, 429 
Number of certificates of competency y issued. 103 124 138} 619 
a cticin seat emir: bias enievsacur $12, 754, 188 $29, 108, 328 $23, 956, 658 $96, 521, 170 
O help Visits made to plants in connection with fol- 
: The lowup and progress reports on certified con- . ‘ i . 
I Shs i drsichi ncn ED Blas eee bik a Sos oc 731 51 1, 72 , 319 
| SCCTE- Cases in which guidance was given on production, 
“dl pro- engineering, and manufacturing problems, in- 
fferent cluding pooling, specifications, materials, and 
equipment, plant layout, etc___....-....--__--- | 4, 409 3, 236 1, 839 35, 452 
» small Production and industrial surveys, including 
1 busi- SINGING. oo. cc onncceceentaucuce ss | (5) (5) 541 541 
| legis- Cases of assistance rendered in connection with 
a roducts expansion and diversification, and 
SS Set: fistin new products and processes in the Prod- 
 excel- ucts List Circular ---_- SA Se (8) 5, 170 6, 062 (8) 
y level Inventions listed in the Products I st Circular _- 1, 399 1, 301 1, 210 7 5, 232 
Appraisals made on collateral for new loans, liq- 
I a 4, 351 4, 276 8 12, 336 
Engineering surveys made in connection with 
SBA loans, including delinquent loans, progress 
having reportst or disbursement of loans, ete_.___..__-- NR NR 771 1771 
Cases of technical consultation rendered in con- 
al pro- nection with the financial assistance program NR NR 2,111 9 3, 671 
ts with Cases of assistance rendered in the property sales 
Ss par: assistance program _-__- ear ars NR NR 5, 006 15, 006 
= sales set aside for small business....------]---------_-- | sidosigsnsela tite istive tence wees 173 “9 he 173 
I hie Ss et) a es ae a a ; > $8, 400, 000} 1° $8, 400, 000 
Cases of research and development assistance é NR NR 6, 592 1 6, 592 
Seetune Surveys 1... 22... ..5... —_ 4, 421 5, 191 NR 12 14, 330 
»biliza- : epee ena ts 
nent of 1 Covers period beginning Jan. 1, 1959. 
tor is 1 Effective Jan. 1, 1959, these statistics were consolidated under ‘‘Procurement assistance.” 
ae a number of ¢ pene oe ei the facilities inventory as of Dec. 31, 1959, 46,639. 
n @ covers perio eginning July 1958. 
ational * Included in engineering surveys for calendar years 1957 and 1958. 
; § Statistics not maintained on a comparable basis. 
uSINess ‘Covers period beginning Mar. 1, 1955. 
is rep- ' Covers period beginning July 1, 1956. 
obiliza- *Covers period beginning July 1, 1958. 
d ” This program was inaugur: ited May 1, 1959. 
Aa ieee —_ 1, 1959, these statistics were reported ander COC plant surveys, production, and indus- 
| 0: surveys, and engineering surveys in connection with loans. 
8 Covers period through December 1958. 
ExHIBIT B.—Joint set-asides—Compuarison of calendar years 1954-59 


[Dollar value in thousands] 
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| Calendar | Calendar | Calendar lo Calendar | Calendar | Calendar 
year 1954 year 1955 year 1956 ve year 1957] | year 1958 year 1959 
| Be Rca a ae i ite ee 
Initiated by SBA: | | 
ee 2,811 4,77 9, 023 13, 260 | 23, 804 23, 987 
Es cet oo | $392,293 | $464, 001 733, 660 $897, 361 | $1, 706, 943 $1, 587, 048 
Agreed to: 
Number...._____. Mi 2, 588 | 4, 612 | 8, 693 | 12,866 | 21, 250 22, 362 
aaa gay } $290, 841 $406, 858 | $650, 139 | $777, 631 $1, 112, 341 $1, 186, 691 
| Awarded: | 
ica nea tawcodat 1, 584 | 3, 837 | 6, 147 | 10, 133 | 18, 014 19, 863 
| SE cn wescannvee $161, 426 | $280, 400 | $404, 717 $557, 053 | $770, 652 | $925, 782 
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SET-ASIDES MADE FOR SMALL BUSINESS 
AT CIVILIAN AND MILITARY AGENCIES 
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Exiisit E.—Joint set-aside program by agency, calendar year 1959 


{Dollar value in thousands] 





| 
Set-asides Procure- 
initiated by | Agreed to by | ments 
| Small Busi- | purchasing | awarded by 
| ness Admin- agency purchasing 
istration agency ! 
Total: | 
Number- - ae . 23, 987 | 22, 362 19, 863 
Amount- - $1,587,048 | $1, 186, 691 $925, 782 
Army: 
Number 9,009 | 8, 057 7, 255 
Amount-- os $638, 483 | $374, 871 $328, 400 
Navy: | 
Number- * i 7,081 | 6, 646 5, 866 
Amount % $453, 520 | $414, 477 $310, 689 
Air Force: | 
Number sas , 4, 333 4,210 3, 953 
Amount- - 2 $337, 894 | $282, 774 $221, 581 
General Services Administration: | 
Number. - J sas di 1, 780 | 1,715 1,161 
Amount ‘ $102, 536 | $71, 210 $33, 434 
Veterans’ Administration: | | 
Number. --- -- . ies ; . 251 | 249 231 
Amount $4, 821 | $4, 738 | $4, 447 
Department of Agriculture: 
Number -- kebipisn cite cull “i a ‘ 311 308 263 
Amount $6, 425 | $5, 958 $4, 135 
Department of Commerce: 2 
Number pacipesie : Se nol 510 | 476 172 
Amount. -. 3 Faced anal $16, 103 | $13, 586 $9, 743 
Department of the Interior: 
Number ‘ nical 295 295 264 
Amount. Sane é ‘ : | $5, 583 $5, 583 $4, 686 
Federal Aviation Agency: 3 | | 
Number. tmaeian - ess 308 | 303 306 
Amount- . . | $12, 717 | $11, 383 $7, 226 
National Aeronautics and Space Administration: 4 | | 
Number- - ; se . , bowel 13 2 
Amount ; Menage eer aeeiee Sialic i a | $252 $17 
Post Oflice Department: | 
Number- - Dritstdeeontnncsedekiowd . 70 | 64 66 
Amount “ane Saal $8, 507 | $1, 652 $1, 171 
Other agencies: | | 
SS eee ee -| 26 26 24 
Amount. - EaSpawtbak $207 | $207 $253 
' ' 








1 These awards have resulted in 25,268 contracts to small firms. 
2Includes Department of Commerce and Federal Aviation Agency cases for the first half of calendar year 
1959. 

3 Covers only the last 6 months of calendar year 1959. 

4 Program began October 1959. 
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EXHIBIT F 


CERTIFICATE OF COMPETENCY PROGRAMA 


COMPARISON OF ACTIVITY 
CALENDAR YEAR 1957 - 1959 


Applications Received Ezz 


COC"s | ssued pret 





COC’ s in Faace WZ, 





Calendar Year 1958 Calendar Year 1959 
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ExHIsIT G.—Certificates of competency, Aug. 1, 1953, through December 1959 

















Agency Applications | Certificates 
received issued 
| ren i J 338 619 
Army------- pibanskshcppglesh bhi intars tbbedie waisted «886 259 
Signal Corps--- é 208 125 
Quartermaster Corps. - $ 5 154 60 
NG CONUS girs vin cinepasnidducceucs 97 37 
Corps of Engineers 37 3 
Transportation Corps 16 13 
MENT Gh oS whieh boda eisa Sh don cn aides welch bk 24 11 
Air Force--.---- eee cseeccwnercensnscecacescesesacces= oscaee Redma queen saiot es oe 447, ee 205 
Rte 8. <2 Peetdr uns isetrtch woe icadees 225 90 
General stores supply office... 61 28 
Navy purchasing office............--- i 40 17 
Bureau of Ships... ‘ SeaGek«diwsicbsanse , | 48 14 
Aviation supply office 14 6 
Electronics supply office_-. 14 9 
Bureau of Ordnance--.-- 10 9 
All other. ... . 29 14 
IIIB 2 ionic pee ccc wdcbercee! accu ide paste | 7 33 
perererereee —— | — se 
Military Clothing and Textile Supply Agency ..- 53 23 
Military Medical meena any a 15 9 
BNET Ss os. tus dc gtbeedcuak ache é 3 1 
| FS | 
General Services Administration - 5 46 25 
Treasury: Bureau of oe and 1 Printing. 4 4 
Post Office Department -__-__- Dect ah eae a bceses bbtaded 5 2 
Interior Department. _-_.-._...._..-- ‘ l _ 

Veterans’ Administration pasiids Oxiind cas eae 1 at 

Commerce Department: Bureau of Standards___.- Sikes 
Department of Agriculture Nieonshes = 1 1 





ExHIsiIt H 
NUMBER OF LOAN APPRAISALS MADE 
1200 


1100 


Loan Applications Received 





400 
7% 
Loon Aporeisals Mode je Va” Fite * *) Veettig 
——_____—__—_——»> - . os is ath. 2 
0-4 z re “regs? 7 f 
* © e 
7 
’ 
; 
3 
20 J 
a 
I 
found 
100 


y 
ote etteay 
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Fiscal Year 1957 Fiscol Yeor 1958 Fiscal Year 1959 


Ist Six Months 
Fiscal Year 1960 
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Appenpix II. Smartt Business ADMINISTRATION 


PROGRAMS OF FINANCIAL ASSISTANCE TO SMALL BUSINESS AND ACTIVITY SUMMary, 
MARCH 1960 


INTRODUCTION 


The Small Business Administration was established by the Small Business 
Act of 1953 (Public Law 163, 83d Cong.) enacted on July 30, 1953, and signed the 
same day by the President. The original act has been amended, the first amend- 
ment being in 1955. Present authority and activities are covered by the Smal] 
Business Act of 1958, as amended (Public Law 536, 85th Cong.). This is the 
first independent Government agency created to serve and represent all small 
businesses both in peacetime and in periods of national emergency. Its actiyi- 
ties are designed to help small business (1) gain access to adequate equity capi- 
tal and credit; (2) obtain a fair share of Government procurement; (8) obtain 
competent management, financial, technical, and production counseling. 

In the area of financing, the Small Business Administration recognizes that 
its task is to obtain for small business firms adequate sources of capital as 
well as credit on reasonable terms when it is not available from private sources, 
Its program of financial assistance is designed to stimulate and preserve the 
initiative, independence and enterprise of small firms. The basic consideration 
in this program is that small business concerns generally are at a competitive 
disadvantage compared with large businesses because (1) they are frequently 
unable to afford specialized financial management and (2) they are often 
unable to obtain from private sources the intermediate and long-term credit 
required for general progress and normal growth. -aramount in SBA’s fune- 
tion is its financial counseling assistance made available to small firms directing 
them to private sources of credit, thus minimizing the need for Government 
credit, and in finding solutions to other financial problems when the need for ad- 
ditional outside financing is not indicated. 

The Small Business Act of 1953 empowered the Small Business Administra- 
tion to make loans to enable small business concerns to finance plant construc- 
tion, conversion, or expansion, including the acquisition of land or to finance the 
acquisition of equipment, facilities, machinery, supplies, or materials or to 
supply such concerns with working capital to be used in the manufacture of 
articles, equipment, supplies, or materials for war, defense, or essential civilian 
production or as may be necessary to insure a well-balanced national economy. 
The original act provided that no loans could be made from SBA funds to any 
one borrower for more than $150,000, or for longer than 10 years except in the 
ease of construction loans where the period may be for such additional time as 
is required to complete the construction. All such loans must be of such sound 
value or so secured as reasonably to assure repayment. 

The 1955 amendment to the act increased the amount of a loan which could 
be made to any one borrower to 250,000 and also made possible loans to cor- 
porations formed and capitalized by small business concerns for the purpose of 
establishing facilities in and through such corporations to produce or secure raw 
materials or supplies. In such cases, the maximum amount of SBA’s share in 
the loan may be $250,000 mutliplied by the number of small businesses which 
have formed and capitalized the corporation. 

The Small Business Act of 1958 increased the amount of a loan which could 
be made to any one borrower to $350,000 and set a maximum interest rate for 
business loans of 51% pereent per annum. The so-called pool loans retained the 
$250,000 limitation. This act made the Small Business Administration a per- 
manent agency of the Federal Government. 

In the 1958 act, Congress also empowered the Small Business Administration 
to make loans for the relief of individuals, businesses or institutions suffering 
losses because of floods or other disasters. The 1955 amendment added the re 
sponsibility to make loans to small business concerns for the relief of economic 
injury suffered as a result of drought in areas designated as drought areas by 
the President or the Secretary of Agriculture. In 1958, a further amendment 
provided a change in the drought disasters by deleting the words “where drought 
is occurring” and inserting in lieu thereof the words “affected by a drought or 
excessive rainfall” and by inserting after the words “drought” where it occurs 
elsewhere the words “or excessive rainfall.” The 1958 act retained all of these 


provisions. 
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The general policies under which the Small Business Administration author- 
izes both business and disaster loans are determined by a three-member Loan 
Policy Board for which provision is made in the Small Business Administration 
Act, and its amendments. This Board is composed of SBA’s Administrator as 
Chairman, and the Secretaries of Treasury and Commerce, and has the respon- 
sibility for establishing general policies to govern the granting or denial of ap- 
plications for financial assistance by the agency. At the same time it provides 
a means of coordinating the agency’s policies with those of other Government 
departments which have basic fiscal responsibilities and duties closely related 
to and affected by those of the Small Business Administration. The Board does 
not supervise the administrative activities of the Small Business Administration 
nor take any other part in its management. It neither reviews loans nor makes 
any determination with respect to them. Its concern is entirely with developing 
the overall lending policies of the agency. 

The first policy statement issued by the Loan Policy Board, on September 
16, 1953, gave preference to loans to manufacturers or processors of materials 
and products for military and essential civilian purposes and declared ineligible 
loans to certain types of industries or for certain purposes which were not con- 
sidered to be in the public interest. 

A revised statement, dated November 16, 1953, eliminated the preference for- 
merly given to manufacturers and made possible loans to all kinds of business 
concerns On an equal basis except those specific types of businesses which had 
previously been excluded as not coming within the purview of the intent of the 
act. A later amendment, dated December 21, 1953, permitted use of funds to 
refinance indebtedness to a Government instrumentality which would enable 
a firm owing money to RFC to obtain funds partially to refinance that loan. 

The Loan Policy Board, on December 21, 1953, issued a public statement of 
loan policy and an explanation of loan procedures. It contained a list of prac- 
tical credit requirements such as “applicants must be of good character; there 
must be evidence the applicant has the ability to operate his business success- 
fully; and the applicant must have enough capital in the business so that, with 
the assistance from SBA, it would be able to operate on a sound financial basis.” 
Since that date there have been numerous other revisions to the policy to permit 
SBA to make loans to recreational and amusement facilities (such loans had 
previously been excluded) ; to effect a change of ownership in a business where 
such change was necessary to the continued existence of that business; to make 
loans to small businesses which were practicing a profession or rendering pro- 
fessional services. 

In addition to the activities specifically authorized in the Small Business Act 
of 1958, as amended, the Small Business Administration, as a part of its finan- 
cial assistance operations, is cooperating with the Fish and Wildlife Service of 
the Department of the Interior in the administration of that Department’s fish- 
ries loan program. Small Business Administration develops necessary credit 
information for such loans which are closed and administered through its 
regional offices. 

Its regional offices are also servicing disaster and business loans made by the 
Reconstruction Finance Corporation which were transferred to the Small Busi- 
ness Administration by Reorganization Plans No. 2 of 1954 and No. 1 of 1957. 
The agency has been working closely with the Housing and Home Finance 
Agency in connection with its community facilities disposal program to determine 
whether the SBA loans may be made available to purchasers of Government- 
owned business properties held for disposal by that Agency, and with the Medi- 
eal Facilities Branch of the Department of Health, Education, and Welfare in 
developing a program of loans to proprietary hospitals, nursing homes, and 
medical and dental laboratories. The agency has also been active in the urban 
and rural development program. 

A more specific description of the Small Business Administration’s financial 
assistance programs follows: 


Financial counseling 


The Small Business Administration operates on the premise that it is the 
intent of Congress that Government funds should be loaned only after al other 
possible avenues for solving a small firm’s financial problems have been exnlored. 
Frequently these firms do not need a loan but are most in need of counseling on 
financial management problems. Often they do not have the resources available 
to larger firms to obtain this specialized service in solving their financial prob- 
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lems. In such cases, the Small Business Administration provides this assistance 
through its financial counseling program. 

In response to requests for aid, or in examining applications for SBA loans, 
consideration is given to (1) possible means of obtaining private credit op 
reasonable terms; (2) possible assistance available from local development 
corporations; (3) various alternative plans for financing production; (4) ade 
quacy of accounting and auditing methods and other aspects of financial manage. 
ment; (5) means of increasing equity capital; (6) eligibility for V-loan financing 
of defense contracts; and (7) feasibility of obtaining advance or partial pay. 
ments on contracts. 

Often the problem is undercapitalization or perhaps a need for liquidation of 
inventory or obsolete equipment, revision of credit policies or a change in product 
pricing principles. In other instances, a contemplated expansion may not be 
justified. A firm’s product line may be too broad or too limited or its sales 
policies may need review. 

These are a few of the possible factors considered by the agency’s specialists 
in counseling small businesses which have financial problems. 

In many cases the financial specialists in the agency’s regional and branch 
offices assist in presenting the concerns’ application for a loan to its local bank, 
often accompanying the representatives in their negotiations with the bank, 
Many times the proper presentation of the applicant’s financial position through 
guidance of SBA’s financial specialists has resulted in banks approving loans 
to those firms after they had previously refused to provide such credit. 


Loans to business concerns 


Section 7(a) of the Small Business Act of 1958, as amended, gives the Small 
Business Administration authority to make loans to small firms when credit is 
not otherwise available to them on reasonable terms. To the greatest extent 
possible and in keeping with the requirements of the Small Business Act, this 
agency seeks to provide the necessary credit to small concerns in cooperation 
with private lending institutions, by participating in loans with them. The act 
provides that no direct loan may be made unless it is shown that a participation 
is not available. Proof must be shown that a lending institution will not make 
the loan applied for or if a direct loan is requested that a participation is not 
available. 

In the operation of the lending program, applications for loans are accepted 
by SBA regional and branch offices. Financial specialists in these offices make 
the necessary investigation of the applicant’s operations, credit standing and 
repayment prospects and generally visit the plant or place of business of the 
applicant. During this visit he may examint the books of record, interview key 
personnel, examine the physical plant and contact the applicant’s bank of ac- 
count. The Agency’s technical staff is called upon to appraise collateral involved 
or to analyze a plant’s operating efficiency. 

Thereafter a brief report is written by the financial specialist in which he 
makes a recommendation as to appropriate action to be taken on the loan and, if 
recommended for approval, the recommended terms of the loan. This report is 
reviewed by his supervisor who may concur in the recommendation or recommend 
some other action. 

Authority has been delegated to SBA regional directors to approve or decline 
any direct loan through $20,000 where he and the reviewing official substantially 
concur in the recommendation of the processing specialist. He can also approve, 
under the same conditions, participation loans through $100,000 when there is 
at least 25 percent bank participation. Some of this authority, in turn, has been 
redelegated to branch managers and to other supervisory officials to speed action 
at the borrower’s level. Regardless of the amount of the loan, however ,if there 
is a difference of opinion among the financial specialist and the reviewing offi- 
cials, the loan must be forwarded to Washington for action. Loans in amounts 
exceeding those within the delegation of authority also must be approved by the 
Washington office. 

When a loan is approved, a formal authorization is prepared and sent to the 
borrower outlining the loan terms and conditions to be met before disbursement 
ean be made. Resides setting the terms of repayment, this may include a mort- 
gage on real estate or equipment, personal guaranties, standbys on indebtedness 
due owners or officers and limitation on salaries and capital expenditures. 
Actual disbursement is made on a loan when the borrower has satisfactorily 
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met the loan terms. Every effort is made, however, by the Small Business 


Administration’s staff members to expedite the closing of a loan and disburse- 
ment of funds. 


Participation loans 


The Small Business Administration makes two general types of participation 
loans, deferred and immediate. In a deferred participation loan, the participat- 
ing lending institution makes and administers the entire loan which has been 
approved by both the agency and the participating lending institution, with 
the Small Business Administration agreeing to purchase at any time, on demand, 
an agreed portion of the then outstanding balance of the loan. By law, the 
maximum agency participation in a loan on a deferred basis is 90 percent. In 
return for the agency’s agreement to participate in the loan, the participating 
lending institution pays a small fee. The fee is charged only on the outstanding 
balance of the Small Business Administration’s portion of the loan and is dis- 
continued when and if the agency is called upon to purchase its share of the 
participation. The agency’s fees for deferred participation are designed to en- 
courage the maximum participation by lending institutions. These fees are as 
follows : 

One-half percent per annum on agency participation up to and including 
50 percent. 

Three-fourths percent per annum on agency participation in excess of 50 
percent but not in excess of 75 percent. 

One percent per annum on agency participation in excess of 75 percent, 
up to the agency’s maximum participation of 90 percent. 


In an immediate participation loan, the Small Business Administration agrees 
to purchase immediately an agreed percentage, not in excess of 90 percent, of 
the loan which has been approved by both the agency and the participating 
lending institution. The loan may be serviced either by the lending institution 
or SBA, as agreed upon. In immediate participation loans made and serviced 
by the bank, and deferred participation loans where SBA has purchased its 
participation, the bank is permitted to deduct out of the funds collected for 
the account of SBA a service fee of one-half of 1 percent an the unpaid prin- 
cipal balance of the SBA’s portion of the loan so long as the bank is servicing 
the loan and provided such fee shall not be added to any amount which borrower 
is obligated to pay under the loan. The maximum interest rate on SBA’s share 
of a participation loan, is 544 percent. A lending institution may set a higher 
rate than 514 percent on its share of a participation loan, provided the rate is 
legal and reasonable; it may also set a higher rate than 5% percent on SBA’s 
share of a deferred participation loan, the higher rate on SBA’s share to apply 
until SBA is called upon to purchase its share of the loan. If a lending institu- 
tion sets a rate lower than 514 percent per annum on its share of a loan, the 
interest rate on SBA’s share shall be the same as that of the lending institution, 
except that in no case may the SBA interest rate be less than 5 percent. 

Participation type loans are mutually advantageous to the small business- 
man, the participating institution and the Small Business Administration. A 
bank participation loan provides a small business borrower the opportunity of 
building up a satisfactory credit record with the bank, maintaining his rela- 
tions with that bank and, after the loan is repaid, the bank has a firmer basis 
for extending necessary credit without enlisting the aid of the Government. 
Thus, the bank participation type loan is of more assistance to the small busi- 
nessman than a direct Government loan. 

Of interest to the taxpayer is the fact that a majority of the agency’s share 
in a deferred participation loan probably never will be withdrawn from the 
Treasury and the cost of servicing such loan is reduced. Of benefit to the bank 
in the participation type loan is its assurance of a fair rate on money loaned, 
a broadening of its lending activity while maintaining liquidity and ability to 
give better service to its depositors. Banks in every State of the Union, as 
well as the District of Columbia and Puerto Rico, have made loans to small 
business concerns with varying percentages of participation by this agency. 
At present, approximately 65 percent of the loans approved by the Small Business 
Administration have been made in participation with private lending institutions. 
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Limited loan patricipation program 

Early in 1956, the Small Business Administration put into effect a new pro- 
gram designated as the limited loan participation program. This is designed 
especially to assist small retailers, wholesale distributors, and service establish- 
ments. As a rule, small concern in these fields have little in the way of tangible 
collateral which they can pledge for a loan. However, they often have a good 
earnings record, competent management, and a creditable record with loca] 
banks for meeting their obligations. They are frequently in need of term loans 
to modernize their facilities, expand their businesses, or fer other purposes. 

Under the limited loan participation program, the Small Business Admin- 
istration will participate with a bank in a loan to a small retailer, wholesaler, 
service establishment, or other business up to a maximum of $15,000 or 75 per- 
cent of the total amount of the loan, whichever is the lesser. Generally, the 
participating bank’s share in the loan must represent additional exposure on the 
part of the bank equal to not less than 25 percent of the total amount of the 
loan. However, if the bank has outstanding a short-term loan to the borrower 
or a longer term loan on which repayments have been made promptly as origi- 
nally scheduled, this loan may be substituted for the new money requirement 
or included in computing the bank’s participation in the loan. In either case, 
the bank’s share in the loan must be equal to at least the outstanding loan to 
be refunded with a part of the new loan or 25 percent of the total amount of 
the full loan, whichever is the larger. 

The maximum maturity on such participation loan is 5 years with a monthly 
repayment schedule. The maximum interest rate on SBA’s share of a loan is 
514 percent per annum. However, a lending institution participating in a loan 
may set a higher interest rate on its share provided the rate is legal and reason- 
able. 

Presently, more than 26 percent of the loans made through this agency 
have been this type of loan. Regional offices, through special procedures estab- 
lished for handling such loans, are able to take action on the average applica- 
tion within 2 or 3 days after it is received. 


Direct loans 

As previously stated, a direct loan is made by this agency only after it has 
been determined that a participation is not available. This does not necessarily 
mean that because a lending institution has declined to make the loan in its 
entirety or in participation with the Small Business Administration, that the loan 
will not be as sound as one made with participation. There are several factors 
which may have caused the lending institution to decline to cooperate in the 
loan. It may not be willing to participate in a loan for a longer term than 
90 days or a year, the loan may exceed its legal lending limit, or there may 
be other reasons why it is not interested in making the loan. 

In the granting of direct loans, this agency applies the most liberal criteria 
possible consistent with sound credit principles with full recognition of its 
responsibility to protect and preserve Government funds. 

In line with the agency’s practice of continually reviewing its activities to 
improve operations, it has issued simplied procedures with respect to the closing 
of loans of $20,000 or less and for processing small direct loans of $12,000 
or less. It is expected that these simplified procedures will be of specific benefit 
to the small business concerns in that they provide a short form application and 
reduce closing requirements. 


Pool loans 

So-called “pool loans” are those made to a corporation formed and capitalized 
by a group of small businesses (a) to obtain raw materials, equipment, inven- 
tory, or supplies for use by members of the group, or (b) to obtain the benefits 
of research and development for the members of the group, or to establish 
facilities for this purpose. They are limited by the Small Business Act of 1958, 
as amended, to a maximum of $250,000 to any one corporation multiplied by 
the number of small businesses which have established and capitalized that 
corporation. Such loans may be made either in participation with a lending in 
stitution or on a direct basis if a participation is not available. There has beet 
little activity so far in this program but those loans made have proven to be 
of considerable benefit to the businesses making up the pool in helping them 
to acquire raw materials and achieving a stabilized market for their products. 
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This stabilization has been made possible because of the ability of the busi- 
nesses With adequate financing to hold their processed items for orderly dis- 
tribution rather than dumping them seasonally, as raw material may become 
available. The rate of interest for the SBA’s share of such loan shall be no 
less than 3 nor more than 5 percent per annum, and such loan, including re- 
newals and extensions thereof, may not be made for a period or periods exceed- 
ing 10 years except that if such loan is made for the purpose of constructing 
facilities it may have a maturity of 20 years plus such additional time as is re- 
quired to complete such construction. 


Special business loan programs 


In August 1956 the Small Business Administration established a program for 
loans to privately owned hospitals, convalescent and nursing homes, and medical 
and dental laboratories. As institutions of this type were for the most part deal- 
ing in human beings, the requirements of this program were adopted only after 
extensive conferences with the Department of Health, Education, and Welfare, 
the American Medical Association, the American Hospital Association, and the 
American Nursing Association. 

In August 1958 at the request of the Civil Aeronautics Administration, Depart- 
ment of Commerce, SBA established the aircraft hangar loan program. The 
purpose of this program is to alleviate the increased demand for storage air- 
craft hangars and hangar space throughout the country. Eligible applicants 
must be in the aircraft business such as servicing, sales of parts, rental of air- 
craft, operating airports, etc. A new business if being established must include 
not only hangar facilities but some other aircraft business such as above. 

In January 1959 the Small Business Administration established the commit- 
ment loan program. The purpose of this program is to provide the applicant 
with assured financial assistance in that a loan will be approved contingent 
upon the marketing of securities and the securities may be offered with the 
assurance that, when sold, the loan will be made. The applicant will receive the 
benefit of SBA counseling, after a completing study and analysis of the ap- 
plicant’s present and potential financial position, regarding the most appropriate 
and desirable type and amount of securities to be issued. 


Disaster loans 


Section 7(b) of the Small Business Act of 1958, as amended, gives the Small 
Business Administration authority to make loans to assist owners of homes 
and businesses which have been damaged or destroyed by floods or other natural 
disasters. There is no statutory limitation on the amount which can be 
loaned to a single borrower, but such loans are made only to the extent of the 
actual loss not covered by insurance. 

In the operation of this program, when a disaster occurs an immediate sur- 
vey is made by SBA personnel to determine the extent of damage and whether 
a declaration of the area affected by a disaster is justified. After declaration by 
the Administrator, and when warranted, emergency field offices may be estab- 
lished for expeditious handling of applications received, or in smaller disasters, 
the applications may be processed through the regional or branch office. 

Since a disaster loan is intended as a rehabilitation measure, more liberal 
credit standards are applied to its consideration than would be prudent for the 
agency’s business loans. However, it is recognized that the financial assistance 
given is a loan and that the agency has no authority to make grants. The Small 
Business Administration, therefore, is unable to provide all of the assistance 
needed when it is evident that the victim of a disaster does not have the 
ability to repay the loan. In such cases, the agency maintains a close working 
relationship with the Red Cross and has been successful in arranging help from 
that agency. In some instances, the Red Cross provides part of the funds needed 
and the Small Business Administration lends the balance to rehabilitate a home 
or property. 

The staff of the Small Business Administration is limited, and a large disaster 
creates a serious staffing problem since personnel usually must be rushed to 
man emergency offices or to reinforce the staff of existing offices. To alleviate 
this situation and to provide needed financial assistance quickly to disaster vic- 
tims, arrangements have been made through the American Bankers Association 
and its various State organizations to enlist the aid of local banks in disaster 
areas in accepting applications for disaster loans and to provide bank personnel 
to work with SBA employees in emergency disaster offices. This arrangement has 
proven to be very successful and without the assistance given by the banks, it 
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is doubtful that this agency would have been able to provide the financial re. 
quirements of disaster victims in some of the larger disasters as expeditiously 
as was done. 7 

Banks also have been very receptive to a participation plan developed to re 
duce the load on the emergency disaster offices. Under this plan, a bank agrees 
to make a loan to the disaster victim in participation with the Small Business 
Administration and has been given authority to approve such loans within cer. 
tain limits without referring them to the Small Business Administration except 
for clearance as to eligibility of purpose. Under this plan, the bank accepts 
the application, makes a credit investigation, and makes and services the loan. 

In order to expedite the making of small disaster loans, a new procedure was 
adopted for loans of $1,000 or less. Under this procedure, no collateral is re- 
quired. This permits a saving of legal fees and provides immediate disburse- 
ment as the borrower is only required to execute a note. 

Disaster loans generally are to be repaid in equal monthly installments, in- 
cluding interest, usually beginning not later than 5 months after date of the 
note. The final maturity of a loan is based on the borrower’s ability to repay, 
but by law may not exceed 20 years. The interest on a direct disaster loan made 
by the SBA and on the SBA share of a loan made in participation with a bank 
is 3 percent per annum. A bank which participates with the SBA in a loan 
may fix the interest rate on its share of the loan, within reasonable limits. 

To speed relief needed, regional directors have been authorized to approve any 
disaster loan through $50,000. They may redelegate to others, including branch 
managers or managers of emergency field offices, this authority. 


Drought and excessive rainfall disaster loans 


Included in section 7(b) of the Small Business Act of 1958, as amended, is 
the authority to make drought and excessive rainfall disaster loans for the re- 
lief of small business concerns economically injured as a result of drought or 
excessive rainfall conditions in areas declared drought or excessive rainfall areas 
by the President or the Secretary of Agriculture. Such injury may have resulted 
from a loss of business, inability of customers to retire their financial obliga- 
tions to small business concerns, or through loss of raw material. For the 
most part, loans granted are confined to working capital purposes, however, re- 
financing of indebtedness on which delinquencies are directly attributable to the 
drought or excessive rainfall is permissible. Loans may be used to replenish 
normal inventories but cannot be made for expansion of facilities. 

There is no dollar limit in the Small Business Act on the amount of a loan 
which can be made for drought or excessive rainfall relief. The size of the 
loan is determined by the needs of the borrower for continued operations. In- 
terest rate, repayment schedule, and maturity are the same as other disaster 
loans. In this program, too, arrangements have been made for local banks to 
accept and process applications received, thereby reducing the cost to the Gor 
ernment of the operation of the program. 


ACTIVITY SUMMARY 
Business loans 

The Small Business Administration’s lending program has been marked by a 
fairly steady increase in activity since the agency’s first began accepting appli- 
cations on September 29, 1953. 

In 6 years and 5 months of lending activity, through February 29, 1960, a total 
of 39,813 business loan applications for $2,255,909,000 have been received. Up 
through 1959 each succeeding fiscal year produced a steady increase in applica- 
tions received and approved. The last months of fiscal year 1959, however, 
showed a more than seasonal reduction in activity which has continued through 
the first seven months of fiscal 1960 (app. A shows a comparison by fiscal years). 

Cumulatively, almost 54 percent of all applications acted upon have resulted 
in loan approvals. Through February 29, 1960, 18,829 loans, for a total amount 
of $882,037,000 had been approved. In this fiscal year to date an average of 
46 percent of applications acted on have been approved although in February the 
rate was 52 percent. 

A large proportion, or about 64 percent, of the 18,829 business loans approved 
were with bank participation. Of these, 3,966 loans, in a total amount of $178,- 
834,000, were on a deferred basis in which the bank disburses its own funds with 
a guarantee from the Small Business Administration to purchase its portion of 
the loan at any time on demand, and 8,107 loans for a total amount of $428,955,000, 
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were immediate participation loans. In these latter participations, the Small 
Business Administration immediately purchases its portion of the amount dis- 
pursed and the loan is generally made and serviced by the participating bank. 
The SBA share in participation loans was $133,198,000 in deferred participation 
loans, and $338,803,000 in immediate participation loans. It is anticipated that 
the Government will be called upon to disburse a relatively small portion of the 
amount involved in deferred participations. 


Limited loan participations 


Included in the total number of participation loans approved were 4,981 loans 
made under the limited loan participation plan, which was put into effect on 
January 1, 1956. In these loans the Government’s share cannot exceed $15,000 
or 75 percent of the loan, whichever is the lesser, and the term of the loan is lim- 
ited to5 years. The program has been well received by the banks in the country. 
It was designed to assist small retailers, wholesale distributors, service establish- 
ments, and other small-business concerns which were unable to obtain their full 
credit needs from private sources because of limited collateral which could be 
pledged to secure a loan. In approving such loans the Small Business Adminis- 
tration relies heavily upon the bank’s knowledge of the credit worthiness of the 
businesses in their localities. In order to speed the processing of loans from 
small-business concerns and to make available the loan funds in the shortest 
time possible, regional directors have been given authority to approve all limited 
joan participation loans where he and the reviewing official substantially concur 
in the recommendation of the processing specialist. 


Pool loans 


To date only three applications have been received under the so-called pool 
loan program, all of which have been approved. Two loans made under this 
program for $1,400,000 have been to the Maine Starch Sales Co., of Presque 
Isle, Maine. The 19 member firms of the corporation are using the loans to 
purchase potatoes for conversion into starch and to make possible the holding 
of the resulting starch until it can be disposed of in an orderly market. The 
loans have served to further the Government’s diversionary program for the 
marketing of potatoes and to encourage the Maine plants to develop methods 
for producing potato starch on a competitive basis with corn and other starches. 

The other pool loan was made to Boston Fisheries Co., Inc., Boston, Mass., 
in the amount of $1 million. In this loan, funds are advanced against the mar- 
ket value for processed fish placed in cold storage by the members of the cor- 
poration. This enables them to purchase additional supplies of fish for process- 
ing when they are available and to market their produce in an orderly manner 
throughout the year instead of dumping them during the peak season when the 
market is less favorable. 


Disbursements 

Of the 18,829 business loans approved, 2,607 were subsequently canceled in full 
and of the balance, over 93 percent, or 15,221 had been disbursed in whole or 
in part at the end of February 1960. Cancellations were principally for the 
reasons that applicants were able to make other arrangements for needed funds 
from private sources or, because of changed circumstances, found that the loans 
were not needed when made available. 


Disaster loans 

In the operation of its disaster loan program, the agency’s greatest activity 
occurred in fiscal year 1956. This resulted from the large number of applica- 
tions for aid received following the floods and hurricanes which struck the 
Atlantic coast the latter part of 1955 and heavy rains on the west coast in 
1956. Since the beginning of SBA’s operations through February 1960, 11,158 
disaster applications for $154,147,000 had been received, of which 9,012 loans 
for a total amount of $95,506,000 had been approved. Of these, 1,191 were sub- 
sequently canceled and 7,681, or approximately 98 percent, have been disbursed 
in whole or in part. 

As a part of its disaster loan program, the Small Business Administration 
has placed special emphasis on financial assistance in drought areas to small- 
business concerns which have suffered economic injury as a result of drought 
conditions. Through February 1960, 195 such loans for $4,086,000 have been 
approved. 
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On February 22, 1958, the President signed into law a new disaster program 
in which the Small Business Administration may make disaster loans to small. 
business concerns which have suffered economic injury as a result of excessive 
rainfall. The cumulative figures for the period through February 1960, show 
applications approved 637 for $11,539,000. 


STAFFING AUTHORIZATIONS AND REVOLVING FUND 

Staffing 

As of February 29, 1960, permanent positions authorized for field financial] 
specialists and clerical employees totaled 509 and 354, respectively. This au- 
thorized staff was available for business loan application workload averaging 
644 per month for fiscal year 1960 through February, and for the administration 
of about 19,300 outstanding loans, including RFC loans transferred to SBA for 
liquidation. The current budget estimates contemplate the receipt of 10,800 
business loan applications in fiscal year 1960, compared with 10,213 in fiscal 
year 1959. 
Status of revolving fund 

There has been appropriated to the revolving fund $690 million (including 
funds for the investment and development company assistance program). As of 
February 29, 1960, the balance in the fund was $210 million. 


Status of statutory limitation on outstanding loans and commitments 


Although appropriations to the revolving fund total $690 million based on 
actual and estimated needs through the current fiscal year, the Congress has au- 
thorized appropriations for the loan programs in a total amount not to exceed 
$700 million (exclusive of $250 million for the investment and development com- 
pany assistance program). Of this $700 million, not to exceed $575 million in 
business loans and commitments, and not to exceed $125 million in disaster loans 
and commitments, may be outstanding at any onetime. As of February 29, 1960, 
charges against the business and disaster limitations totaled $426.4 million and 
$48.5 million, respectively. 


AppenpIx A.—SBA lending activities 


[Dollars in thousands] 
BUSINESS 





Declined 


| Received | 


Approved 


-|— | / 
Number | Amount Number | Amount estan Amount 
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| | | | 
ha a ah Sapa ie idalSR is 2, 289 | $138, 382 | 473 | $27,739 | 755 | $43,779 
1955____- ames | 3,318 | 177,383 | 1,172] 55,975 2,071 116, 269 
NE His la acdacscakdsccds gusta bald 2888 4,081 | 200,814) 1,915) 81,977| 1,449) 79,732 
Re atin Sania a ligt es | 6,864 | 381,838 | 3,536 | 159,095 | 2,488 | 158,519 
Ne ce Capi canccdwatancnseantli Te | aeecree 4,014 | 194,997 | 2,721 | 171,47 
1900. __.. .- E : .----}| 10,213 | 590, 851 5, 582 267,042 | 4,138 | 263,055 
8 months of 1960__ Re 2,137 | 95, 212 | 2,529 | 175,613 
DISASTER 
| | | | | | 
a nce tenn aan = 247 $1, 743 | 157 | $742 | 38 | $295 
ere ena JS : | 1,330 | 12, 208 1,086 | 7, 873 | 153 | 2, 237 
ek eS luabi cebuan~ss | 4,006 69,230 | 3,309 | 44, 402 | 346 | 8, 995 
ae ‘ -| 1,944 18,468 | 1,597 | 12, 992 | 203 2, 340 
ee ee .--| 2,021 | 32, 409 1,559 | 17,305 | 350 7, 826 
1959... Fg ass moe -.-| 1,122] 15,034 | 908 | 9, 202 | 233 5, 715 
eee eres -| 488 | 5, 060 | 396 | 2,990 50 1, 244 
TOTAL 
} | | 
a ra | 2, 536 | $140, 125 630 | $8, 481 | 793 $44, 074 
| oka A Oe _.| 4,648 | 189, 586 2,258 | 63, 848 2,224 | 118, 506 
a Serer ees | 8,087 |} 279,044 5,224 | 126,379 | = 1, 795 88, 727 
1957 | 8,898 | 400, 306 5,133 | 172,087} 2,691 160, 859 
PS acai 9,919 | 480, 520 5,573 | 212,302} 3,071 179, 308 
ABR SS RS ER eS ps 11,335 | 605, 885 6,490 | 276,244 | 4,371 268, 770 
8 months of 1960_____- : 5,638 | 314, 590 2,533 | 98,202 | 2,579 | 176,857 
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AppeEenpix III 


SENATE SMALL BUSINESS COMMITTEE REQUEST OF SBA FOR ADDITIONAL INFORMA- 
TION AND REPLY THERETO 


SENATE SMALL BUSINESS COMMITTEE, 
Washington, D.C., March 28, 1960. 
Hon. Pomtip McCativo, 
Administrator, Small Business Administration, 
Washington, D.C. 


Deak Mr. McCat_um: You will recall that in the course of our hearings last 
Tuesday, the record was left open for the submission of additional written ques- 
tions to SBA to be answered by letter. 

Some information that the committee would like to have in this connection 
would be the total number of agency employees at the end of each of the fiscal 
years of its existence and the total administrative expenses of the Agency in each 
of the completed fiscal years. 

Thank you very much for your courtesy and cooperation in this matter. 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., April 1, 1960. 
Hon. JOHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
US. Senate, Washington, D.C. 

Deak SENATOR SPARKMAN: Pursuant to the request contained in your letter of 
March 28, 1960, there is enclosed a statement reflecting the number of employees 
at the end of each fiscal year and the amount of administrative expenses in- 
curred during each year, for fiscal years 1954 through 1959. 

Sincerely yours, 
Puitie McCarivom, 
Administrator. 


Small Business Administration: Year-end employment and administrative 
expenses incurred by fiscal years (fiscal years 1954 to 1959, inclusive) 





Fiscal years 


| | | 
1954 1955 | 1956 1957 | 1958 | 1959 


Year-end employment --_____- 634 736 | 821 1,151 1, 457 2, 000 


Administrative expenses | 
incurred: 
For procurement and 
technical assistance, 
management and _ re- 
search assistance, and 
investment and devel- | | 
opment company assist- 
ance and supervision, 
financed by direct ap- 
BPOUTIASIONS . ....2000005- | $1, 850,486 | $1,794,076 | $1,625,199 | $1,850,641 | $2, 259, 383 $3, 500, 031 
For financial assistance 
activities (business and | 
disaster loans) financed | 


by transfers from SBA | 











revolving fund !_........| 1,762,255 | 3,247,712 | 4,333,718 | 5,439,489 | 7,522,512 10, 288, 868 
For liquidation of RFC | 

loans, financed by trans- 

fers from RFC liquida- | | 

ce 5 631, 489 | 561, 801 | 491, 372 920, 698 841, 949 





Total 3 





sala ehh acc | 3,612,741 5, 673, 277 6, 520,718 | 7,781,502 | 10, 702, 593 


| 








‘For comparability, ineludes ‘Financial counseling’? expenses in 1954, 1955, and 1956, which were 
financed by direct appropriations. 

* For 1955, 1956, and 1957 only disaster loans were involved. 

* Figures for 1954 cover 11 months only. 


Xx 





